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EDITORIAL 


As We See It 


It has been announced at the White House that 
the President is shortly to begin a series of ad- 
dresses designed to induce greater confidence en 
the part of the general public in the progress of 
the nation in scientific achievement, in prepara- 
tion for defense, in the conduct of our foreign 
policy, and in the general business outlook. It 
is a major undertaking. There can be little or no 
doubt that the general course of business in 
recent weeks, the continued turmoil in various 
parts of the world, particularly, the Middle East, 
the dramatic exhibitions of Russian achievements 
in rocket development, and, of course, the clamor 
of the political opponents of the Administration 
have, all taken together, raised a number of im- 
portant questions in many minds. 


The first task, or certainly one of the first, that 
faces the President is that of re-convincing those 
who had felt confident that his Administration 
would be much more effective than any Demo- 
cratic regime in handling our foreign policy and 
in keeping abreast or ahead in all matters that 
had direetly to do with defense. When the Presi- 
dent succeeded in bringing the Korean conflict to 
an end, and for a time appeared to be making 
headway in other areas, high hopes developed in 
many breasts that real progress in international 
affairs was in prospect. It was almost taken for 
granted that a professional soldier of real attain- 
ments would, as well as any other man—prob- 
ably better than most other men—make us safe 
against the machinations of the Kremlin. His 
choice of business men of outstanding ability to 
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BuRNHAM AND CoMPANY 


Are All Dividends Out 
Of Capital “‘Tax-Free’’? 


By CLIFFORD H. DOMKE* 


Member, McKone, Badgley, Domke & Kline 
Jackson, Michigan 


Tax expert addresses himself to charges made that 
“dividends out of capital” are “tax-free dividends.” Mr. 
Domke advises public utilities on some of the problems 
in computing earnings and profits from the shareholder’s 
point of view; recommends carefully worded communi- 
cations in announcing dividend payment from other than 
earnings and profits; and discusses unforeseen effect 
today of Treasury 1942 tax ruling, I. T. 3543, as applied 
to amortization of emergency facilities and accelerated 
depreciation. Concludes “present effect of the ruling is 
to provide a tax benefit to some shareholders.” 


Occasionally the Treasury Department issues a ruling, 
which appears to be based upon expediency, in order to 
protect the revenues at the time, 
and, when the effect of such a‘ ‘ruling 
in subsequent years is to reduce the 
Federal taxes for some taxpayers, 
there is a great hue and cry against 
such alleged windfall. I would like 
to discuss such a ruling, along with 
other relevant features of our prob- 
lem. 

In 1942 the Treasury Department 
issued a ruling, consisting of three 
short paragraphs, known as I. T. 3543 
(1942—1 C. B. 111). The necessity 
for the ruling was the determination 
of earnings and profits as a factor in 
the computation of equity invested 
capital for excess profits tax pur- 
poses during World War II. The 
secondary effect of the ruling was the determination of 
earnings or profits for the purpose of determining the 


Continued on page 29 


*An address by Mr. Domke before the American Gas Association’s 
39th Annual Convention, St. Louis, Mo., Oct. 7, 1957. 
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— Underwriters, dealers and investors in corporate 
securities are afforded a complete picture of iseues now registered with the SEC and poten- 
tial undertakings in our “Securities in Registration” Section, starting on page 30. 


Housing & Mortgage Market 
In the Coming Three Years 


By DR. GORDON W. McKINLEY* 


Director of Economic and Investment Research 
The Prudential Insurance Company of America 


Economist for world’s largest mortgage lender believes 
we can have a prosperous housing industry from 1958 
to 1960 with about 1,140,000 units produced for each 
of the coming three years — assuming reasonably pros- 
perous years. Moreover, Dr. McKinley believes 1958 
incomes will rise sufficiently to translate predicted de- 
mand into market demand. Further, he expects more 
mortgage funds available but without lower mortgage 
loan rates in view of anticipated shifting in composition, 
and not a lowering of overall capital market. 


What is likely to happen in the housing market, and 
in the mortgage market, during the coming year? Al- 
though the year immediately ahead is naturally more 
interesting than some distant year 
in the future, we should not lose 
sight oi the fact that what happens 
to Kousing or any other part of the 
economy in a particular year, such 
as 1958, is partly the result of forces 
peculiar to that year, and partly the 
result of more basic underlying 
movements which have accumulated 
over a number of years in the past 
and will continue for many years 
into the future. In other words, our 
economic system has continuity; it 
is a inoving, developing thing, and 
can be understood only if we first 
stand off and watch its evolution, 
and then move closer to examine 
its response to the circumstances 
of the moment. If we want to understand the housing 


market in 1958, our initial step must therefore be to take 
a look at the way the housing market has evolved during 


Continued on page 24 


*An address by Dr. McKinley before the American Title Associa« 
tion, Richmond, Va., Oct. 14, 1957. 
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Anaconda Company 


Anaconda is selling in the mid- 
die 40’s. It has been as high as 
727% this year, 87%, in 1956 and 
83 in 1955. It has been affected by 
lower prices 
for metals 
which were 
the result of a 
slackening de- 
mand and, to 
some extent, 
world-wide 
overproduc- 
tion. This is a 
temporary 
condition and 
the reaction 
the stock has 
had appears 
to have dis- 
counted the 
unfavorable 
factors. Anaconda is the outstand- 
ing non-ferrous metal company 
and with its subsidiaries is one of 
the world’s largest producers of 
copper, zinc, brass and copper- 
base alloy products. Besides the 
foregoing the company also pro- 
duces lead, magnesium, aluminum, 
Silver, gold, uranium, cadmium 
and certain other rare metals. 

From the standpoint of produc- 
tion, Anaconda still has “the rich- 
est hill on earth” in Butte, Mon- 
tana. For decades only high grade 
ore from this great source was 
mined, but by different methods 
developed through the operations 
of the so-called “Greater Butte 
Project” the vast tonnage of 
lower-grade ore, formerly classed 
as waste, is now being successfully 
mined and treated. Years are 
added to the productive life of 
this famous district; in Chile, the 
company owns, besides Potrerillos, 
E! Salvador and the Africana, the 
immense Chuquicamata which is 
recognized as the world’s largest 
known copper deposit; the open pit 
and underground mines at Can- 
anea, Mexico; the open pit copper 
mines at Yerington, Nevada; the 
operation of the Jackpile uranium 
mine, near Grants, N. M., which 
mine is credited with having the 
largest uranium deposit in the 
United States. Anaconda also pro- 
duces more zinc and manganese 
than any of its rivals in the non- 
ferrous metal industry, and its 
aluminum plant at Columbia Falls, 
Montana, has a substantial and 
growing aluminum producing ca- 
pacity. Its timber holdings and 
coal properties are of incalculable 
worth in connection with its well- 


Merritt F. Beai 


rounded and progressive opera- 
tions. 
The reduction works at Ana- 


conda, Montana, are the world’s 
greatest and all the ores produced 
in Montana are treated there; but 
this is only one of the many plants 
located at strategic points through- 
out the nation as well as in Mex- 
ico and Chile. Besides the major 
copper plants in Anaconda, there 
are to be found operations adapted 
to the production of zinc, manga- 
nese, phosphate, ferromanganese, 
sulphuric acid and arsenic. Amer- 
ican Brass Company, a subsidiary, 
is the largest brass company with 
eleven copper and brass fabricat- 


ing plants in seven states and 
Canada. Anaconda Wire and 


Cable, the largest maker of wire 
and cable, is 70.6% owned and has 
seven plants. 

Green Cananea Copper Co., a 
subsiaiary, operates mining prop- 





erties in Mexico. Santiago Min- 
ing Co., a subsidiary, operates re- 
cently dedicated La Africana Cop- 
per Mine near Santiago, Chile and 
it should produce up to 8,060 tons 
of blister copper annually. 

Anaconda was incorporated in 
1895 and has successfully weath- 
ered good and bad times, peace 
and war, prosperity and depression 
since that date. Through subsidi- 
aries the company is one of the 
largest fabricators of copper and 
copperbase alloy mill products, in- 
cluding sheet, rod and other in- 
dustrial forms; also aluminum 
sheet and flexible metal hose and 
tubing. 

To meet the exigencies of the 
present unsatisfactory non-ferrous 
metal situation, Anaconda has re- 
duced production at Yerington, 
Nevada by about 16% through 
lowering the work week to 5 days 
from 6 days. Aluminum produc- 
tion at Columbia Falls has been 
curtailed because of large inven- 
tories. Indications of good man- 
agement. 

Recently the company has an- 
nounced that arrangements have 
been made to acquire the assets of 
Cochrane Foil Co. through an ex- 
change of stock. This arrangement 
is subject to the approval of Coch- 
rane stockholders. Cochrane makes 
alumifium foil; plain and mounted 
on paper, for wrapping tobacco, 
foods, chewing gum, etc., also for 
housing installation, electric con- 
densers and air conditioning equip- 
ment. Cochrane does an annual 
business. in excess of $22 million 
and it undoubtedly will be a grow- 
ing outlet for Anaconda’s alum- 
inum production and is just an- 
other example of the able and 
aggressive farsightedness applied 
by Anaconda Company. 


Earnings per share over the past 
10 years have averaged $5.71 an- 
nually. During that time the high 
rate of earnings was $12.85 in 1956 
and the low, $3.07 in 1954. Divi- 
dends during the same peried 
have averaged $3.42 per share, 
the largest distribution being $5.00 
per share in 1956 and the lowest 
$2.50 in 1949. During the depth of 
the depression, 1932-35 inclusive, 
dividends were omitted. Previous 
to that they had been paid with- 
out interruption since 1922-31 and 
before that, without interruption, 
since 1900. The dividend record of 
this company is exceptionally 
good. 

At the present time copper 
prices arecomparatively low, being 
around 27¢, but this is more un- 
favorable to other companies than 
Anaconda which is classed as one 
of the lowest-cost producers of the 
red metal. Other prices including 
lead and zinc are at such low 
levels that it appears practically 
certain the next moves, whenever 
they come, will be upward. Ana- 
conda, in the past and under simi- 
lar conditions, has invariably 
solved its problems and there can 
hardly be a question that it will 
continue to do so. 


The financial position of the 
company is very strong. At last 
reports current assets approxi- 
mated $298 million with current 
liabilities of less than $91 million. 
Its cash items were approximately 
$94 million and its Book Value 
was given as $88.88 per share. 


In 1956, the company paid $5.00 
per share which was at the rate of 
$1 quarterly and a $2.00 payment 
in December. So far in 1957, $1 
quarterly has been distributed and 
because of the strong financial 
position of the company, it seems 
well within the range of proba- 
bilities that the December divi- 
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Anaconda Company — Merritt F. 
Beal, Analyst, Peter P. McDer- 
mott & Co., New York City. 
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Hagan Chemicals and Controls, 
Inc.—Herbert E. Harris, Dayton, 
Ohio (Page 2) 
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dend, which should be declared 
about the 2lst of November, will 
be $1.00. This assumption is based 
on the earnings of the company 
for the first six months which 
amounted to $2.66 per share, with 
an estimate that for the full year, 
earnings should be between $4.25 
and $4.60 per share. There appears 
to be a possibility, provided there 
is no improvement in the world 
situation for non-ferrous metals as 
a whole, that the dividend may be 
reduced to $3.00 next year but 
even on such a rate of payment, 
the yield would be around 612%. 


So long as the use of electricity 
expands, and to that there is no 
limit, the products of Anaconda 
will be in growing demand. Fun- 
damentally it occupies as strong a 
position as the electrical industry 
itself. On its earnings, it is selling 
low; on its dividends, it is very 
attractive; on its equity, it is un- 
dervalued and, on its growth po- 
tentialities, it is a bargain. When 
you own Anaconda, you own a 
real blue chip. 


HERBERT E. HARRIS 
Dayton, Ohio 


Hagan Chemicals and Controls, Inc. 


My last “appearance” in these 
columns was in the July 28, 1955 
issue when I wrote about Hagan 
Corporation — 
name since 
changedto 
Hagan Chem- 
icals & Con- 
trols, Inc. My 
introductory 
paragraph 
was: “This is 
a brief discus- 
sion about a 
stock that I 
place among a 
selected few 
which I think 
haveaboveav- 
erage growth 
and profit po- 
tentials.” Inasmuch as the com- 
pany’s outlook appears so much 
better now than it was then, lI 
have again chosen it for my topic 

In the previous article I showed 
that sales and other income in- 
creased from $6,937,410 in 1945 to 
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$17,391,216 in 1954; up 157%. In 
1956 they were $22,923,686; up 


31% from 1954 and up 230% from 
1945. Net income went from 
$212,131 in 1945 to $665,946 in 
1954: up 166%. In 1956 it was 
$1,134,975; up 70% from 1954 and 
up 435% from 1945. Per share 
earnings increased from 71 cents 
in 1945 to $2.22 in 1954; up 212%. 
In 1956 they were $3.78; up 7\.% 
since 1954 and up 430% since 1945. 
Such FACTS should interest in- 
vestors seeking dependable in- 
come and extraordinary capital 
growth potentials. 

The company was started in 
1918 when it produced the first 
practical automatic control sys- 
tem for steam boilers. The devel- 
opment of this system required 
the solution of a vexing problem 
which steered the company into 
the chemical field. Now chemi- 
cals produce about 30% of its 
business volume. Up to 1954 it 
was a closed corporation. It has 


made a profit in every year and 
its capable and aggressive man- 
Continued on page 8 
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- Proper Role of Government 


In Fostering 


Small Business 


By RAYMOND J. SAULNIER* 
Chairman, President's Council of Economic Advisers 


Governmental assistance to small business, according to Presi- 
dent Eisenhower’s principal economist, should be built on 
sound and progressive business management and within the 
context of stable prosperity, constructive competition, and 
elimination of laws and practices which place small concerns 
at a disadvantage to large firms. Dr. Saulnier suggests four 
tax law changes with minimal effect on revenue; S. B. A. be 
made a permanent agency, and simpler registration for issues 
up to $500,000; single code of Federal procurement regula- 
tions; research on new processes of production and methods 
of distribution; and implementation of Small Business Con- 
ference recommendations. Praises enormous accomplishments 
of our private financial system, particularly the paralleled 
development of consumer and small business financing. 


I 


It was 18 years ago that I first 
ventured into the realm of the 
commercial financing industry. 
I was a member of the research 
staff of the 
National Bu- 
. reau of Eco- 
_homic Re- 
search, and we 
had just un- 
dertaken a 
new and en- 
gaging piece 
of research. To 
put it briefly, 
our object was 
to find out 
what had hap- 
pened in this 
country of 
ours to com- 
mercial fi- 
naneing; to find out if commercial 
financing really was in a decline, 
and if so, why. I would remind 
you that in these days a good deal 
was being written about the de- 
cline of the commercial loan. 
Worse still, it was being said that 
ours was a stagnating world, and 
that we were not again in our 
* time to feel the excitement of a 
growing, improving America. I 
had no little difficulty with the 
then fashionable view of things, 
but my purpose as I set about the 
new research was not to ponder 
cosmic or near-cosmic problems, 
but merely to learn what was ac- 
tually happening to our financial 
institutions. I was in search of 
some basic facts, I felt content, 
for the moment, to leave the 
theorizing to others. 

What I and my associates found 
was not a rigid, far less a stagnant 
financial world, but one in which 
a whole set of new credit tech- 
niques were being discovered and 
put to work. Established types of 
financial institutions were chang- 
ing their ways. And new types 
of institutions were coming into 
use. These were the years in 
which consumer financing came 
of age. More significantly for us 
today, they were the years in 
which secured commercial financ- 
ing rose to claim the attention of 
established financial institutions, 


later to be adopted by them. 


*An address by Mr. Saulnier before 
Thirteenth Annual Convention of the Na- 
tional Commercial Finance Conference, 
New York City, Oct. 29, 1957. 
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I remember these days very 
well. It was my good fortune to 
be included in a little group that 
used to dine together once a 
month to talk about the receiv- 
ables business, and to listen to a 
speech more or less closely re- 
lated to the problem of financing 
small businesses. There was a 
certain orderliness to these days: 
a bank was a bank, a factor was 
a factor, a receivables house was 
a receivables house, and every- 
thing was quite clear and quite 
plain. 


Credit Democratization 


How the world has changed! I 
find commercial finance now 100 
strong, many times more numer- 
ous than what I knew 18 years 
ago. But more than that, I have 
long since abandoned all hope 
of separating one type of finan- 


cial institution from another. A 
basic change that has left its 
mark on every financial insti- 


tution in our world—to my knowl- 
edge there are no exceptions— 
has made the differences among 
them far less clear. That change 
was the democratization of cre it. 
Its most dramatic aspect has been 
in the spread of consumer financ- 
ing, perhaps the most significant 
financial development in our 
time. A parallel process has been 
going forward in the financing of 
small business. This has involved 
the development of new tecn- 
niques of credit extension and 
their application not only in the 
financing of well-established small 
companies but in the financing of 
new concerns, of concerns that are 
growing so rapidly that their 
credit demands are greater than 
can be met by conventional fi- 
nancing techniques, and of con- 
cerns that are in trouble but still 
have a chance. The great achieve- 
ment of the commercial financing 
industry is that it has pioneered 
in the development of these new 
techniques and in their practical 
application. 

There can be no doubt whatever 
but that the accessibility of credit 
to small business has been enor- 
mously improved by these devel- 


opments. Happily, the improve- 
ment has come about as a result 
of private effort and ‘private risk- 
taking. We will all concede that 
this is the ideal way to solve our 


Continued on page 37 
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Observations .. . 


By A. WILFRED MAY 


OUR SPUTNIK 





BULL MARKET 


GUANA, THE VIRGIN ISLANDS (via carrier pigeon)— 
“John Cassavetes, shooting a film, ‘Our Virgin Island’ on 
location on the remote island of Guana in the Virgin Islands 
group, finally managed to get his first communication through 
to the outside world. He blandly reports that “there are no 
means of communication at all— radios don’t go that far, 
planes and cars are out of the question,’”’—jfrom the New 
York Daily Mirror, October 24, 1957. 


Noting this item a fortnight 
ago, I was immediately * * struck 
by the thought that a visit with 
my old friend Cassavetes in that 
secluded spot 
would provide 
an ideal solu- 
tion for my 
delayed vaca-~ 
tion problem. 
So, aided by 
some adroit 
wire-, pilan°-, 
and boat- pull- 
ing, I quicnsy 
found myself 
in this news- 
less acreage 
in the Virgin 
Islands group. 

The wel- 
come I re- 
ceived was the warmest of my 
life, the reason being revealed to 
me with a minimum of delay. My 
friend, an active investor of the 
short-term but not trading type, 
in line with his previous state- 
ment as dispatched in the above 
item, had been completely without 
news of the market. While a 
packet of clippings and news sum- 
maries including numerous busi- 
ness, financial and economic items 
had arrived, he had been able to 
get nary a word in the quotation 
area since his departure from the 
States in early August. 


“How much has the market gone 
up from the D.-J.’s 502 back when 
I saw it last?” he avidly asked. 
Those Sputniks, with and without 
dog, must surely have set off a lot 
of bullishness, removing the mar- 
ket worries over the cut-backs 
in our defense spending. In fact, 
I saw how our new Secretary of 
Defense, Neil McElroy, already 
has definitely revoked some of 
Wilson’s cut-back steps, restoring 
$170 million which had been cut 
from funds for military research; 
and as the “Times” says here, 
there is going to be a breaching of 
the $38 billion ceiling for defense 
spending. I notice that already an 
order has been issued canceling 


**Or might have been. The precise ex- 
tent to which this Tale of the South Pa- 
cific is mythical is left to the reader— 
and his understanding. 


A. Wilfred May 


the cash ceiling on payments to 
the big plane manufacturers. 


Cold War’s Spending Step-Up 

“And the Soviet’s intensification 
of pressure on the Middle East, 
with Khrushchev’s ‘Syrian Sput- 
nik’ to further his ‘muscular diplo- 
macy,’ as I see it has been called, 
scaring the wits out of my fellow 
citizens, has sent all those arma- 
ment economizers scurrying. This 
certainly must have given the 
market a good inflation push. An- 
other inflationary market stimu- 
lus must have come from the 
domestic political doings, with the 
Welfare State-ish pro-spending 
Democrats’ gains, starting with 
the Proxmire Senatorial upset vic- 
tory in Wisconsin and carrying 
through to yesterday’s results in 
New Jersey and New York. 


“And here’s a front-page head- 
line reporting the latest Con- 
sumers’ Price Index figure, at 
121.1, as hitting a new all-time 
high. No end in sight to the ero- 
sion of the dollar, and the need for 
common stocks. 


Prosperity Clippings 

‘Domestic business seems to be 
holding up,” he continued, “with 
my clippings here showing Gross 
National Product up by another 
5.4% so far this year; 1957’s auto 
production increased to 7%: and 
corporate earnings certainly 
keeping up, with many chemical, 
container, glass, gypsum, rubber 
and tobacco companies having 
had in the third quarter - their 
best profits of the year, and full 
year’s earnings tor the companies 
in the Dow-Jones Industrial aver- 
age projected at a gain of 13% 
over 1956. 

“The section of the market tied 
to the farmer must have done 
particularly well; because I see 
that the price of farmland has 
again risen, to an all-time peak, 
8% over last year. 


“And these items dated Oct. 3 
surely gave the bulls a good guar- 
antee against any worries. The 
President promises that the gov- 
ernment with its vast powers will 
move in to prime the pump at the 
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first sign of recession; and Sec- 
retary Weeks cites the straw-in- 
the-wind of Congress $500 million 
‘hand-out’ to municipalities for 
sewage and sanitation. All reports 
seem to agree that Federal Re- 
serve easing of money is only a 
question of time. 


The D.-J. at 550? 


“So tell me. How high has that 
damned D.-J. Average risen since 
I saw it last? With the market 
following the news, I suppose at 
least to 525, or 550 or so?” 

“I’ve got news for you,” I re- 
plied and proceeded to break the 
tidings to him. “Far from going 
through that 550 roof since you 
left, the market has fallen through 
the 420 cellar. You see, all the 
news, including Sputnikism and 
the other items you have cited, 
were interpreted as bearish, not 
bullish, after the market once got 
started on the way down. By the 
way, why did you get profane in 
referring to the market’s supposed 
rise?” 

“You see I’ve been an anguished 
sold-out bull, with only a small 
part of my portfolio left,” he re- 
plied, albeit with a new note of 
disappointment. 

“Then why look so glum?” I 
asked. “You should be very happy; 
now you can buy back your 
portfolio at 420 instead of the 550 
that you were so worried about.” 


Sold-Out Bull to Over- 

Bought Bear 

“Not on your life, boy,’ my 
questioner concluded. “How could 
I possibly buy stocks now, after 
you’ve just shown me this other 
review of last week’s market list- 
ing a whole slew of bearish 
factors, ending on the note, ‘Few 
traders foresaw any forward price 
movement in the near future. In 
line with the news, the stock mar- 
ket seems bereft of any effective 
upside stimuli.’ That surely makes 
sense to me. The international and 
domestic situations are completely 
unsettled. Why, I'll be able to 
buy back the stocks I sold, at 350 
instead of 550. Too bad I’m al- 
an stuck with any stocks at 
all.” 

Perhaps! In any event, I’m re- 
turning home from Guana a wiser 
man-on-the-market! 


E. C. Callan Partner 
In Mitchum, Jones 


SAN FRANCISCO, Calif.—Ed- 
win C. Callan has been made a 
partner of Mitchum, Jones & 
Templeton, underwriters and dis- 
tributors of 
investment 
securities, ac- 
cording to an 
announcement 
made by the 
firm. 

Mr. Callan, 
who serves as 
co - manager 
of the San 
Francisco op- 
erations of the 
firm, has been 
active in the 
investment 
business in 
San Francisco 
since 1946. He is a member of the 
business district committee of the 
National Association of Securities 
Dealers. 


Mitchum, Jones & Templeton, 
members of the New York Stock 
Exchange and Pacific Coast Stock 
Exchange, have 11 offices in Cal- 
ifornia. William N. L. Hutchin- 
son Jr. and Edwin C. Callan will 
direct the San Francisco office, 
Russ Building, as well as the San 
Jose, Redwood City and Santa 
Rosa offices, 


With Merrill Lynch 


(Special to THe FrnancrAL CHRONICLE) 


SAN FRANCISCO, Calif— 
Barbara E. Terrell has joined the 
staff of Merrill Lynch, Pierce, 
Fenner & Beane, 301 Montgomery 
Street. 


From 


Edwin C. Callan 
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In a talk this week berore the Paint, Vassus. ou... wacquer 
Association, Secretary Sinclair Weeks of the United States Depart- 
ment of Commerce, commenting upon the current business situa- 
tion, cited a number of “plus” factors in our present economy 
which should prove heartening to the country. 


Among them, he pointed out the inflationary pressures which 
have driven the cost of living to new highs in each of the last 13 
months, have begun to lessen; the demand for new residential 
building is building up; the automobile industry is off to a good 
start on production of new 1958 models and that consumer spend- 
ing is continuing at a “very high” rate. 

He declared that “each of the last two years has broken over- 
all prosperity records” and “I expect 1957 will top them all.” 

“Conceding that 1958'may be a breather, with changes from 
1957 fractional only,’ he added, “in the long pull our economy 
is bound to grow.” 


Turning to the results of key industries the past week, we 
note that steel output continued to decline with the mills, accord- 
ing to “The Iron Age” having resigned themselves to a strongly 
competitive last quarter. Some further improvement occurred in 
electric kilowatt production and output of automotive assembly 
piants increased perceptibly as manufacturers placed half of their 
plants on an over-time basis. The test, however, will depend on 
the public’s acceptance of the 1958 models. 

Carloadings held to its downward course in the latest week as 
did the weekly wholesale commodity price index of Dun & Brad- 
street. The food price index, however, moved slightly higher. 
With respect to retail trade, total dollar volume the past week 
rose slightly above that of the preceding week and equalled that 
of the like pericd a year ago. 

The nation’s employment situation for the latest available 
week shows that although initial claims for unemployment insur- 
ance dipped fractionally in the week ended Oct. 19, they exceeded 
those of last year by 43%. The slight week-to-week decline was 
attributed to fewer layoffs in the furniture, automotive and prim- 
ary inetel indusiries. The most noticeable decreases occurred in 
Michigan, Connecticut and Georgia There was some new unem- 
ployment in the apparel, food processing and aircraft industries 
scinewhat boosting clainis in New York and California. 

The steel ingot rate is no longer an accurate barometer of 
the steel business, states “‘The Iron Age” this week. In fact, says 
the national metalworking weekly, it’s downright misleading. 

An operating rate of 80% today means steel production equal 
to a rate of 85% just two years ago. This is because the steel 
industry keeps expanding each year and the ingot rate is there- 
fore measured against a different base each year. 

To prove its point, “The Iron Age” noted that capacity in 1955 
was 125,800,000 tons. Rated capacity for 1957 is 133,400,000 and 
if steelmakers elected to write off some 15,000,000 tons of ob- 
solescent capacity being held as a defense reserve, they could shoot 
their operating rate into the high nineties, it adds. 

As an example of what is happening, the metalworking weekly 
points out that steel output this year will be approximately the 
same as last year, about 115,000,000 tons. Yet the ingot rate this 
year will be about 86%, while last year it was about 90%. 

Steel’s problem becomes more evident when production of 
earlier years is related to the 1957 capacity of 133,400,000 tons. 
For instance, in the record year of 1955, some 117,000,000 ingot tons 
of steel were produced. The ingot rate for that year was 93%. 
If that many tons could be turned out this year, the ingot rate 
would be less than 88% or more than five points lower. 

Even more striking is the difference between 1957 and 1951, 
says “The Iron Age.” In 1951, it points out, the steel industry 
turned out 105,200,000 tons and operated at an ingot rate of 100.9%, 
the only time in history that the rate exceeded 100%. But when 
you relate that output to present capacity, the operating rate 
would be only 80%. 

Some steel men would like to see the ingot rate as a measure 
of output dropped entirely. They would prefer to see the emphasis 
placed on the American Iron and Steel Institute’s Index of Pro- 
duction, which is based on 1947-1949 capacity as 100. This is a 
stable barometer and does not change from year to year. But 
while this measure of output is available each week, it is largely 
lost in the shuffle. The reason is that it is comparatively new, 
while the ingot rate has been used for many years. 

Meanwhile, the mills have resigned themselves to a strongly- 
competitive last quarter. They see nothing on the horizon to alter 
the picture in the coming months. Customer inventory cutbacks 
are still a problem, with an added incentive. Many buyers are 
attempting to lower steel inventories for year-end tax purposes. 

Ability to make fast delivery is becoming more and more 
important in lining up new business. Some mills are boasting that 
they can deliver tonnages of sheet on 24-hour notice, although 
this is not a common occurrence. Also, more inter-district com- 
petition is becoming evident. Some mills in the Midwest report- 
edly are competing on the East Coast in some products, concludes 
this trade journal. 








Consumers added $114,000,000 to their instalment debt during 
September, the Federal Reserve Board reported. The gain was 
larger than the like month of 1956 but considerably below that 
for the like month of 1955. 

All types of credit went up $130,000,000 in September of this 
year over August. Auto debt increased the most, $64,000,000, and 
personal loans went up by $37,000,000. These helped boost instal- 
ment credit to $33,100,000,000 at the end of the month. 

At the same time, non-instalment debt—including charge ac- 


Continued on page 27 
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Southern Pacific 


By DR. IRA U, COBLEIGH 


Enterprise Economist 


A short travelogue about a great railroad with an attractive 
common stock. 


While this hasn’t been a roaring 
market for the rails, you can’t say 
that there’s been a aearth of news 
about them. Carloadings, down 
13% the last 
week in Oc- 
tober; a third 
plan an- 
nounced to 
clear away 
back divi- 
dends on Katy 
preferred: the 
Omission of 
common divi- 
dends on the 
Lehigh and 
the D. L. & 
W.; certain 
railway in- 
come bonds 
yielding 10%: 
and only last week a dramatic an- 
nouncement of a possible merger 
of the Pennsylvania and the New 
York Central. Lots of railway 
news, indeed, but most of it not 
of the sort to exactly inspire a 
bull market. The pounding of 
equities over the past couple of 
weeks has, however, driven down 
a lot of rail equities to a point 
where they deserve at least a look, 
if not for capital gains, then on a 
current yield basis. A good exam- 
ple is Southern Pacific. 

This majestic railroad property, 
our second largest system (Penn- 
sytvania is first), with over 12,400 
miles of road, has a lot of history, 
a lot of glamor, a lot of real estate 
and a lot of earnings’ stability. It 
is a commentary on the relatively 
low estate of rail equities that so 
good a one as SX yields, at current 
prices, over 8'2°—and this when 
the dividend is being earned about 
twice over 

Some idea ot this property can 
be: gained when you note that on 
Southern Pacific tracks you can 
ride across Southern U. S. from 
New Orleans to San Francisco and 
then north to Portland, Oregon. 
Another main section of track runs 
from San Francisco to Ogden, 
Utah, where it meets the Union 
Pacific, and provides the western 
trackage the famous “Over- 
land Limited” from Chicago to 
San Francisco. 
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The territory served is not only 
vast but includes some of the 
fastest growing sections of the 
United State 40% of trackage is 
in Texas and 28% in California. 
In general Southern Pacific en- 
joys a well diversified freight 
traffic with lumber the most im- 
portant single tonnage, and 51% 
of revenues derived from manu- 
facturing and miscellaneous 
sources. Fruits and vegetables are 
important revenue producers, al- 
though requiring more costiy re- 
{frigerator cars for the service. SX 
owns 50% of Pacific Fruit Express 
Co., which developed, in 1956, an 
undistributed equity of $1,600,000. 
SX also has a large passenger 
traffic, second only to Pennsyl- 
vania. 

SX was an early entrant igto 
piggy back truck and trailer busi- 
ness, and this year will haul over 
75,000 trailers (most of which are 
company owned). Not only can 
this traffic be handled efficiently 
and profitably on special flat cars, 
but studies have indicated that 
most of this tonnage is, in reality, 
new business which the road 
would never have handled by con- 
ventional methods. 

SX, which has had rather high 
operating costs, in comparison 
with other western roads, has been 
working away on this problem 
with some favorable results. Die- 
selization, although slow in get- 
ting underway, has now been 
completed with its attendant 
economy. The road does have 
some rather tough operating prob- 
lems. While the terrain through 


Texas, New Mexico, Arizona and 
southern California is mild enough 
climate-wise, there are often snow 
and blizzard and thermometer 
problems further north. Then there 
are heavy mountain grades re- 
quiring a lot of extra power on 
some divisions; and there is a 
continuing cost in bringing back, 
for hundred of miles, empty lum- 
ber cars to point of freight origin. 
In spite of all this, however, 
Southern Pacific will probably 
reduce its operating expenses 
244% this year, while most other 
roads are increasing theirs by ap- 
proximately the same percentage. 
This close attention to operating 
efficiency is a tribute to the man- 
agement, and should add consid- 
erably to stockholder confidence 
in their security. 

Almost anyone, considering pur- 
chase of railway shares these days, 
inquires about outside income— 
the extent and trend of earning 
power from non-railway opera- 
tions. This is not necessarily due 
to a basic lack of confidence in 
railway profitability, but stems 
from the belief that substantial 
“outside” income can help flatten 
out the peaks and valleys tradi- 
tional in railway earnings, and 
better assure dividend stability 
and continuity. Well, a look at 
the extra curricular activities of 
Southern Pacific is rewarding. 
First there is land—over four mil- 
lion. acres owned in fee, and the 
mineral rights to an additional 
1,200,000 acres. This land produced 
in 1956 $6,136,532 in earnings, one 
half of it from oil and gas rev- 
enues. In addition, there are im- 
portant property rentals, which, 
in 1956, brought in $6,172.056 ad- 
ditional. Taken together, land 
revenues and rentals for 1956 ex- 
ceeded $12 million, the highest 
total in history, and increasing 
still further this year. 

Related to real estate is the 
imaginative new use Southern 
Pacific has developed for its right 
of way. Last year a subsidiary, 
Southern Pacific Pipe Line Inc., 
started operation of oil pipelines 
extending, for much of their dis- 
tance, right along the - railroad 
right of way. From refineries at 
El Paso, a line runs west to 
Phoenix with a through-put being 
expanded to 32,000 barrels a day. 
Eastward the pipelines run from 
Las Angeles through Southern 
California and into Arizona; and 
there’s a smaller line from San 
Francisco to Reno. First yea 
operations alone created a net in- 
come for the pipeline company of 
$2,870,500; and these earnings 
should show material expansion 
this year. Many other sections of 
Southern Pacific right of way may 
in due course lend themselves to 
parallel pipeline operations. Pipe- 
lines have, of course, reduced rail- 
way tank car traffic and SX 
seems to operate on the principal 
that “if you can’t lick ’em, jein 
’em!” 

The investment of SX in Pacific 
Fruit Express has already been 
mentioned. A much larger holding 
is found in ownership by SX of 
98% of the preferred and 7712% 
of the common of St Louis South- 
western RR. This road is stra- 
tegically important to SX and has 
been a fine earner, creating an 
undistributed equity of 88c a share 
for SX shareholders in 1956. 
There’s been a long legal hassle 
over whether the preferred stock 
is, or is not, a participating one. 
While the lawyers have been 
pondering this point, dividends on 
both the common and preferred 
have been kept at $5 a year, 
though earnings would have per- 
mitted a far more generous treat- 
ment. Ultimately, in view of the 
controlling equity held by SX, a 
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merger, in due course, seems not 
only logical, but predictable. 

Dividends have been paid on 
SX with considerable regularity 
since 1906, and without interrup- 
tion since 1942. The present rate 
is $3 a share, in effect since 1953. 
It is protected by earnings which 
from 1953 through 1956 averaged 
above $6 a share, and which 
should be above $5.75 this year. 
No increase in the cash dividend 
should be expected in the near 
future due to property expansion 
and improvement needs, but there 
is a strong indication that the 
management wiil endeavor to 
maintain the current rate. Capi- 
talization is $725 million in funded 
debt and 9,047,000 common shares 
listed, and actively traded, on the 
NYSE. At the present price of 
35 SX yields 8.57%. 

There is much romance in SX 
—a territory expanding in indus- 
try, commerce, population and 
wealth; land, rails, buses, trucks, 
pipelines, and the longest through 
ride of any railroad in the U. S. 
—3,184 miles from New Orleans 
through Houston, San Antonio, El 
Paso, Tucson, Phoenix, Los An- 
geles, San Francisco and winding 
up in Portland. You can’t make 
this ride without a change; but 
you can travel in a series of the 
swiftest, most luxurious stream- 
lined limiteds in America. For 
swift scenic travel, and a salient 
security, consider Southern Pa- 
cific. 


Herzfeld, Stern Appoints 


Herzfeld & Stern, members of 
the New York Stock Exchange, 
announce the appointment of 
Gershon J. Feigon, as Co-Manager 
of their branch office located at 
500 Fifth Avenue, New York City, 
effective Friday, Nov. 1. 


Five Partners for 
Boettcher & Co. 


DENVER, Colo.—Five new gen- 
eral partners have been admitted 
to Boettcher & Company, 828 Sev- 
enteenth Street, members of the 
New York Stock Exchange. E. 
Warren Willard, managing part- 
nec of the Denver Investment 
banking firm, said the newly 
named partnerships were “in keep- 
ing with Boettcher & Company’s 
policy of recognizing and reward- 
ing ability.” 

Named as general partners were 
Joseph L. Raichle, Elmer G. Long- 
well, James M. Powell and Donald 
Patterson of the Denver office and 
Leonard Friedman of Boettcher & 
Company’s Chicago branch. 

Less than a month ago Charles 
Boettcher LI, son of the late Claude 
Boettcher founder of the company, 
was Named as a partner. 

The new partners will bring to 
11 the total partners in Boettcher 
& Company. Other general part- 
ners are: David F. Lawrence, Den- 
ver; J. Franklin Bickmore, Man- 
ager of the Chicago office; Carl 
K. Gish, Manager of the New York 
City office; and Donald F. Brown 
of Denver. 


Mr. Raichle, Manager of the 
New York Stock Exchange de- 
partment, has 31 years experience 
in the investment business dating 
to 1926 when he began his career 
with Otis & Company. In 1928 he 
joined Boettcher-Newton & Com- 
pany, predecessor to the present 
firm, and from 1929 until 1935-was 
a partner in that company. When 
Boettcher-Newton sold some of the 
firm’s interests Mr..Raichle went 
with Harris-Upham and Company 
until he entered the Navy in 1941. 
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He rejoined Boettcher and Com- 
pany in 1946. 

Elmer G. Longwell is Assistant 
Manager of Boettcher’s municipal 
bond department and is now 
rounding out 24 years in the in- 
vestment business, 14 of which he 
has worked for Boettcher & Com- 
pany. He is the firm’s specialist 
in municipal bond transactions 
and is a past President of the 
Denver Bond Club. 

James M. Powell started with 
Boettcher & Company in 1946 as 
Branch Manager of the Scotts- 
bluff, Nebraska office and moved 
into the Denver office in 1953. 
Now Manager of the firm’s syndi- 
cate department, Mr. Powell is 
Chairman of the four state Rocky 
Mountain group of the Investment 
Bankers Association and a mem- 
ber of the IBA national committee 
on public utilities. 

Donald L. Patterson is Manager 
of the trading department of 
Boettcher & Company and has 
served with the firm since 1931. 
He is a past President of the Den- 
ver Bond Club and is currently 
Chairman of, the five state Rocky 
Mountain district 6f the National 
Association of. Security Dealers. 

Mr. Friedman, of the Chicago 
Branch, joined Boettcher & Com- 
pany in 1932 with the opening of 
that office. He is currently Vice- 
President of the Bond Traders 
Club of Chicago. 


Two With Hill, Darlington 
(Special to Tug FInaANCIAL CHRONICLE) 
BOSTON, Mass.—Harry C. Fac- 
tor and Allan Resnick have be- 
come associated with Hill, Darl- 
ington & Co., 31 Milk Street: Mr. 
Factor was formerly with du Pont, 
Homsey & Company; Mr. Resnick 
was with Draper, Sears & Ca, 
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Is Inflation a Good Thing? 


By CARROL M. SHANKS* 
President, The Prudential Insurance Company 


Mr. Shanks explicates the arguments for inflation and shows 
why such arguments are unsound. Points out that he cannot 
recall any extended period since World War II when both 
monetary and fiscal policy was simultaneously employed to 
achieve both high employment and price stability. Insists we 
cannot accommodate inflation and retain a free economy, and 
that proper use of tools at our disposal can stop inflation 
without sacrificing prosperity. 


I want to ask you a question, 
which at first glance may seem 
preposterous, but to which I'd like 
you to give some serious thought. 
Is inflation a 
good thing? 
Are we mis- 
taken in try- 
ing to stop 
prices from 
rising? Should 
we instead ac- 
cept inflation 
as inevitable, 
or perhaps 
even actively 
pursue it, so 
inact all of us 
can rely on 
the fact that 
the cost of liv- 
ing will rise 
Steadily in the future at, let us 
say, the 2% annual rate which has 
been mentioned as “safe” and even 
advantageous, or the 312% annual 
rate which has characterized the 
past year” 

There is today a more wide- 
Spread disapproval of inflation 
than at any time in the postwar 
period. Throughout the world, the 
steady climb in prices has pro- 
voked discussion and concern. At 
the recent annual meeting of the 
International Monetary Fund, rep- 
resentatives of nation after nation 
expressed their misgivings over 
difficulties of rising prices at 
home and the disruptive effect of 
inflation on the structure of for- 
eign exchange rates. In the United 
States, we have seen Congressional 
investigations of monetary and 
fiscal policy, and inquiries into 
pricing practices. The Administra- 
tion has described inflation as our 
most serious current economic 
problem, and the American public 
has had the problem brought 
home to them in no _ uncertain 
terms by the steady rise in the 
cost of living, month after month, 
during the past year and a half. 

Yet amidst this general clamor 
against inflation, one hears an oc- 
casional voice which offers the 
opinion that inflation is not really 
so bad, and in fact might turn out 
to be a good thing if only we 
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*An address by Mr. Shanks before the 
24th Annual Meeting of the National 
Association of Food Chains, Washington 
D. C., Oct. 23, 1957. ; 


learned to accept it. Because the 
question of inflation is one which 
affects all of us, whether we be- 
long to management or labor, 
whether we are in agriculture or 
industry, and whether we are rich 
or poor or old or young, it cere 
tainly is worth a careful discuse- 
sion. What would happen if we 
should seek deliberately to main- 
tain it by incorporating the goal 
of rising prices into our national 
economic policies? 


Sums Up Pro-inflation Arguments 

Arguments in favor of inflation 
fall into two classes: The first ar- 
,ument IS that as a result of in- 
flation some groups in the econ- 
omy will gain, albeit at the ex- 
pense of other groups: and that 
the groups that gain are more im- 
portant to the economy than those 
who lose. . . The second argument 
is that inflation is an economic 
evil, but one we must learn to live 
with if we are to have continuing 
prosperity. 

As to the first argument, there 
is considerable doubt and dis- 
agreement as to which groups 
would gain, which would lose, and 
how much. It seems clear that 
speculators of all types stand to 
gain through chronic inflation. It 
is probable that their windfall 
profits would exceed the loss 
which they would experience 
through a decline in the purchas- 
ing power of their incomes. 

It also seems likely that those 
groups in labor and in business 
who have the most strongly en- 
trenched monopoly positions 
would be able, under chronic in- 
flation, to widen the gap between 
their economic position and that 
of other segments of the economy. 

On the other hand, there would 
be many groups who would be 
hurt by rising prices: Federal, 
state, and municipal government 
employees, the farm population, 
some industrial workers, the un- 
employed, all those who are re- 
tired on pensions, the hospitalized 
and the disabled, and other 
groups whose income is relatively 
fixed or whose bargaining power 
is poor. All these would lose 
steadily. In general, the more 
well-to-do would be likely to gain 
at the expense of the less well-to- 
do—if for no other reason than 
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that the former have more fixed 
assets on which to enjoy capital 
appreciation and have a greater 
opportunity to invest in equities 
whose values would be likely to 
rise with general inflation. This 
we can count on: inflation hurts 
most those who have the least. 

Are those who advocate infla- 
tion simply special pleaders for 
the particular groups who stand 
to gain as the result of rising 
prices? I do not believe so. Some 
proponents of inflation may care 
nothing for the general economic 
welfare and may be motivated 
solely by self-interest; but at least 
a few advocates of inflation admit, 
and deplore, the injustices which 
inflation creates between different 
groups in society, yet regard in- 
flation as an evil which we must 
accept if we wish to maintain high 
employment. They are the ones 
who put forward the second main 
argument for inflation—the argu- 
ment that inflation is an evil, but 
an evil which must be accepted 
in order to achieve high employ- 
ment and presperity. Those who 
espouse this argument hold that, 
although inflation may not cause 
prosperity, it necessarily accom- 
panies prosperity. A prominent 
spokesman for this view states 
categorically that, in our present 
state of economic knowledge, it is 
impossible to achieve both high 
employment and price stability. 
Since in his opinion we cannot 
achieve both goals, one must be 
sacrificed to the other; inflation, 
though an evil, must be accepted 
in order to secure high employ- 
ment—and certainly high employ- 
ment is essential. 

Let me tell you why 
this argument is unsound. 


I think 


Rebuts Pro-Inflation Arguments 

First, it seems to me a .gen- 
erally mistaken approach to con- 
clude that something is “impos- 
sible” before one has made an 
effective effort to achieve it. I 
can recall no extended period 
since World War II when both 
monetary and fiscal policy have 
been used in a coordinated effort 
in the United States to attempt to 
achieve both high employment 
and price stability. 

The period from the Spring of 
1955 to the Spring of 1956 might, 
it is true, be cited as at least a 
brief example of such an attempt. 
During these 12 months, as the 
business boom developed, Federal 
spending was kept at a relatively 
low level and the Federal budget 
showed a small, but rising, cash 
surplus. The Federal Reserve fol- 
lowed a policy of increasingly 
tight restraint. During this period 
as a whole, we achieved both high 
employment and stable prices. 

But in May of 1956, the Federal 
government began to step up its 
expenditures, and the rise in gov- 
ernment spending has continued 
up to the present. This cannot all 
be charged to wilful extrava- 
gance, of course—in many Cases, 
circumstances have demanded in- 
creased expenditures; but the 
economic consequences of high 
government expenditures are the 
same regardless of the motivating 
forces. During the past year and 
a half, fiscal policy has thus 
worked to frustrate rather than to 
complement monetary policy. I do 
not believe it an accident that the 
Consumer Price Index began to 
rise in 1956 at almost exactly the 
same time that Federal spending 
started upward. 

My second reason for opposing 
the inflationist argument is that if 
it ever becomes the recognized 
policy of this government to 
deliberately seek a steady, year- 
after-year, rise in prices, then I 
am convinced that there will be 
no hope of avoiding an all-out 
run-away inflation. The principal 
reason why the creeping inflation 
which we have experienced in this 
country has not become galloping 
inflation is that the Federal Re- 
serve has held a tight rein on 
credit extensions, often in the face 
of severe criticism from the infla- 
tionists. 


Let us suppose, however, that 
during the past year the Federal 
Reserve had heeded these criti- 
cisms and substantially eased the 
credit situation. Instead of a 342% 
increase in the cost of living, I 
think it quite possible that con- 
sumer prices would have jumped 
as much as 10%, as they have 
done in a single year under easy- 
money policies in other countries. 
And what would have been the 
likely effect of a 10% jump in the 
cost of living? Would labor unions 
have moderated their demands for 
wage increases? Would business- 
men, faced with soaring costs, 
have offered to hold the line? The 
result would unquestionably have 
been that prices in the following 
year would then be faced with the 
necessity of pouring enough new 
money into the economy to vali- 
date this new level of prices and 
wages. And so the spiral would 
continue until either there would 
ensue a wild inflation like that in 
Germany during the 1920s, or the 
government would finally take a 
stand and refuse to pump still 
more money into the system. 


Same Problem 

The interesting aspect of this 
sequence is that after three or 
four years of rapid inflation we 
would still be faced with exactly 
the same problem as before the 
inflation got underway. The in- 
flationists would still cry that any 
attempt to stem the tide of infla- 
tion would throw us into a reces- 
sion. They would continue to 
maintain that what is needed is 
not credit restraint but more and 
more credit. There would never 
be a time, no matter how rapidly 
prices were rising, when a curb 
on the flood of new money would 
not run exactly the same risk as 
before the inflation had started. 
In fact, the risk of inducing a 
recession would become progres- 
sively greater as the speculative 
fever mounted. 

All inflation advocates are of 
course opposed to galloping infla- 
tion. They propose that we per- 
mit only a moderate amount of 
inflation. But if it is impossible, 
as they claim, to achieve high em- 
ployment and_ stable prices, I 
would reply that it is even more 
impossible to achieve high em- 
ployment and “moderate” infla- 
tion, once it becomes known that 
“moderate inflation’ is a. goal, 
even a permissive goal, of national 
economic policy. There is at least 
this much truth to what the pro- 
ponents of inflation have to say— 
there is a strong, and persistent 
push in the economy on the side 
of inflation. It is partly because 
of this push that our attempts to 
achieve stable prices have too 
often ended up with rising prices. 
But if our goal were now changed 
to one of moderately rising infla- 
tion, the same push would mean 
that we would undoubtedly end 
up with galloping inflation. 

I believe most of us can see the 
fallacies in the arguments of the 
inflationists—but I believe with a 
deep conviction that even if these 
arguments were sound, they would 
be superficial. The plain fact is 
that our economy simply cannot 
accommodate inflation and remain 
the same free economy that we 
have known and come to depend 
upon. 

Erodes Currency 


Inflation erodes far more than 
the value of our currency; it 
erodes the basic structure of our 
system by devitalizing the forces 
that keep it strong and sharp 
take competition, for example. It 
is competition in the market place 
e at forces industries to develop 
new and better products; it is 
price competition that forces in- 
dustries to find more efficient 
ways to operate. But the sharp 
edge of competition is dulled when 
the order of the day is to increase 
prices to pay for, or to avoid do- 
ing away with, inefficiencies. 

“Managed inflation” has at its 
base an assumption that people 
will continue to be deceived by the 
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fact that the number of dollars in 
their pay envelope is an index to 
their personal buying power: and 
a second assumption that the sell- 
ers market which we have en- 
jJoyed since World War II is a per- 
manent part of our way of life, 
Both these assumptions are false, 
There can be no question that al- 
ready people are resisting in- 
creased prices, or have become 
surfeited with the buying spree. 

Some people have taken excep- 
tion to my suggesting that we 
must run the risk, from time to 
time, of a temporary hesitation in 
the growth of employment, and a 
temporary squeeze on profits if we 
are to keep the economy on a 
solid footing. I believe such tem- 
porary adjustments are necessary, 
not only in order to achieve price 
stability, but also to avoid malad- 
justments which, if allowed to 
continue under the cover of in- 
flation, could lead us into a real 
recession. Such adjustments can- 
not be entirely painless. They are 
the price we must pay for con- 
tinuing prosperity—it is prosperity 
on a pay-as-you-go basis, so to 
speak. 

We are now going through an 
adjustment which, in my estima- 
tion, is having a healthful influ- 
ence on the economy. As a result 
of the present adjustment, I think 
we will see a more rapid advance 
in employment, in productivity, 
and in real incomes in the future, 
We are still prosperous, yet we 
have moderated the inflationary 
elements in the economy. Inven- 
tories are being brought into line, 
the rapid rise in the price of raw 
materials is generally stopped, and 
there are indications that con- 
sumer prices are levelling off. 
This is the type of breathing spell, 
or period of consolidation, which 
I believe will make possible con- 
tinuing high unemployment and 
more stable consumer pfices. 
These are our two major objec- 
tives. 

It is difficult for me to believe 
that anyone seriously considers 
that we should establish inflation 
asa goal of national economic pol- 
icvy—that we should passively ac- 
cept, or actively pursue, a steady, 
year-after-year rise in the cost of 
living. Can anyone seriously ad- 
vocate a policy that hurts those 
groups which are least able to de- 
fend themselves and least able to 
recoup in other ways the losses 
which they are forced to undergo? 


Inflation is no Answer 


Inflation is no answer to the 
difficult problems of ensuring a 
high volume of employment and 
a steady advance in productivity. 
These problems will always be 
with us, and will always be diffi- 
cult. The mere fact that prices 
are rising does not guarantee that 
employment will be high next 
year, and there is no goal of ris- 
ing prices—whether the goal be 
stated as 2-3%, or 10%, or 20% a 
year—which will ensure that an 
attempt by the monetary authori- 
ties to hold inflation down to that 
goal will not run the risk of some 
temporary decline from maximum 
employment. 


The advocates of inflation have 
done a great service to concen- 
trating attention on the difficulty 
of achieving both high employ- 
ment and stable prices. But I do 
not agree with their solution to 
the problem. I cannot easily ac- 
cept the injustices and human 
misery which inflation brings. Nor 
do I believe that injustice and 
misery are a necessary price which 
must be paid in order to ensure 
high employment. 

What we need today is a real 
determination to apply the eco- 
nomic tools which we already have 
at our disposal in a continuing 
effort to secure and maintain high 
employment and stable prices. 
There are many steps which could, 
and should be taken to improve 
the responsiveness of our econ- 
omy, but the two immediate and 
essential steps are simply that fis- 
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What Is ‘‘Our Business’’ 
-_[In the Insurance Industry? 


By FREDERIC W. ECKER* 
President, Metropolitan Life Insurance Company 


Head of the nation’s largest life insurance firm expresses 
shock at businessmen’s indifference towards, and acceptance 
of, inflation. Mr. Ecker examines and answers the four argu- 
ments upon which many businessmen predicate their belief 
on the inevitability of inflation, and recommends doing “all 
within our power to change the trend” instead of riding with 
the wind. Finds it tragic to expect inflation and to make 
decisions based upon that expectancy since it helps, in turn, 
to create inflation; decries variable annuities; and urges 
helping President Eisenhower’s “People-to-People” program 


s 


‘In the usual sense, the topic, 
“Our Business,’ would give me 
an opportunity to discuss such 
questions as whether we are wise 
in laying so 
much stress on 
term insur- 
ance as we 
have been do- 
ing. We know 
that ever since 
the warwe 
have been liv- 
ing in pretty 
good times 
and we know 
tnat they may 
not always be 
with us. Cer- 
tainly, in pe- 
riods of reces- 
sion, a policy 
with some reserve is more valua- 
able to the policyholder than is a 
term policy—and, in boom times, 
its savings features help to dampen 
the fires of inflation. One of the 
dangers of so-called “‘volumitis” is 
the propagation of term insurance. 

We all know, also. the unhappy 
repercussions on our business of 
high lapsation in periods of re- 
cession. We are already experi- 
encing some increase in this area. 
together with an increase in pol- 
icy loans. Fortunately, however, 
neither is of alarming proportions. 
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Group Insurance 


Then I might have discussed 
such questions as are raised by 
group insurance. We are all well 
aware of the discussions going on 
today looking toward a solution 
of the alleged conflicts between 
group and personal insurance, but 
is there not ample room for both? 

You know, when each of us, 
including those who are most vo- 
ciferous on the subject, considers 
the group insurance in-force on 
his own life, no one thinks it to 
be enough, but, when talking 
about someone else’s group insur- 
ance—well, that is quite a dif- 
ferent matter! As I have gone 
about the country talking with 
our own men, the question has 
almost invariably come up that 
they would like to be able to 
buy more insurance or more an- 
nuities, but on a group basis 
where the company would pick 
up the bulk of the tab—and ! 
do not blame them. 


We all know how much insur- 
ance we would like to have, or 
should have, but, with the present 
tax structure, there are very few 
who have the where-with-all to 
buy all they need. So, why should 
not group fill in that gap? There 
are, however, certain problems— 
we should not stick our heads in 
the sands like the ostrich—and I 
believe that all of us, working 
together, ought to be smart enough 
to solve them. 


Investments in Common Stock 


Another question is the matter 
of common stock as a desirable 
medium for life insurance com- 
pany investment. I could quote 
to you the remarks of Charles 
Evans Hughes, speaking through 
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as a way to further peace constructively. 


the report of the Armstrong com- 
mittee. Most of his objections to 
such investments would seem to 
be just as valid today as they 
were then. And Mr. Hughes was 
a pretty wise man! 


Nevertheless, those life. insur- 
ance companies which do under- 
take to invest in common stocks, 
take the risk themselves and, 
whatever gains or losses might be 
involved would, presumably, be 
shared by all their policyholders. 
And that concept is quite differ- 
ent from'*that involved in the 
variable annuity contract which 
is another current problem.: 


Although some may disagree, I 
do not think that variable annui- 
ties should be considered to be 
any part of “our business.” Our 
business is selling security and 
safety; the public is entitled. to 
have somewhere to turn to pur- 
chase a contract which is safe 
beyond peradventure, come good 
times or bad. That is what the 
life insurance business has always 
provided—we should not confuse 
the public by also offering con- 


tracts based on the vagaries of 
the stock market. The variable 
annuity business is as different 


from the life insurance business 
as night is from day. It is dan- 
gerous for our companies to mix 
certain security with uncertain 
speculation. 

Variable annuities, if they are 
to be sold at all, will probably 
be sold on the basis of continuing 
inflation and the hypothesis that 
common stocks are the best hedge. 
If the advocates of the variable 
annuity would read a bit more of 
the European inflations of the 
past, when the increasingly higher 
costs of operations, plus the im- 
pact of taxation, made a drastic 
reduction in the return from com- 
mon stocks, they would realize 
that the hypothesis of this hedge 
is open to question. 

There are these and many other 
questions directly connected with 
our business, which we are all 
thinking about these days, and 
about which I should like to think 
out loud. However, I have chosen 
to limit my paper to two subjects 
which I believe are of even more 
importance. 

My first subject is inflation. I 
think almost all must agree, that 
concern, in the Quaker sense, 
about inflation, is of major im- 
portance to our business today. 

My second subject, although 
definitely related to the question 


of inflation, is one which not 
enough people, as yet, consider 


to be our business, but for which 
I would like to use this forum to 
make a plea; namely, President 
Eisenhower's people to people 
program. 


Some Aspects of Inflation 

In considering some aspects of 
inflation, we recognize, of course, 
that we have had a considerable 
increase in the price level since 
World War II. I do not think any- 
one was too surprised at that. 
Throughout the centuries, major 
wars and their aftermaths have 
always brought inflation. This has 
generally been followed, in due 
course, by a drastic drop in prices 
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—which has not occurred this 
time, at least not as yet—and, of 
course, no one wants it to occur. 
For a time after the Korean War, 
retail prices leveled out but, when 
they started to rise again a year 
and a half ago, it was cause for 
real concern, 


Inevitable Inflation? 


I think what has shocked me 
most, though, is that there are so 
many businessmen who do not 
seem to be concerned, and who 
subscribe to the view that further 
inflation is inevitable. The trag- 
edy comes about through the fact 
that, to expect inflation, and to 
make decisions based upon that 
expectancy, helps to create it. 

Those of you who heard, or 
have read, the fine address of my 
good friend, Carrol Shanks, be- 
fore the Economic Club of Detroit 
last month know we speak the 
same language—on this subject! 
I think most businessmen would 
find it hard to disagree with the 
principles he avowed. One of the 
most important was the danger of 
an unreasoning overconfidence in 
a sort of perpetual prosperity 
from henceforth and forevermore. 

Why have so many vusinessmen 
taken the view that inflation is 
inevitable—they say they do not 
like it but that it is inevitable. It 
has seemed to me that they gen- 
erally predicate their thinking on 
four points: 

(1) “Inflation has been going on 
however since the war—that’s the 
_pattern—prices are bound to be 
higher in the future.” 


(2) “Some economists tell us 
that, if we want full employment, 
we have to take creeping inflation 
along with it, and, after all, it 
certainly hasn’t done me any 
harm over the last 10 years.” 

(3) “If business turns* down, 
government know$'so muck about 
controlling the eédnomy these 
days that those in Washington 
can, and will, quickly reverse the 


trend,—you know, make money 
easy, reduce taxes, operate tiie 
government at a deficit, inflate 
things till business gets going 
again.” 


(4) “Trade unions are so strong 
these days that they will unques- 
tionably continue to demand con- 
stant increases in pay irrespective 
of increases in productivity.” 

Well, all of these statements 
sound logical and one must recog- 
nize that businessmen are trained 
to be realistic. Some probably 
feel they are not true to their 
code if they do not say, “Well, ir- 
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respective of whether it is right 
and good for the country or not, 
the indications are that it will 
continue,—so I shall plan accord- 
ingly.” 

Unfortuntely, if one fights this 
thing, it will continue and it will 
change from a creeping inflation 
to a galloping one. That is the 
history of the past. So far we 
have not had an inflation psychol- 
ogy in this country,—if we ever 
do heaven help us, for the Amer- 
ican people can move awfully fast. 
No one wants inflation; no one 
really benefits from inflation. In 
the long run, everyone, with the 
possible exception of a few spec- 
ulators, is hurt by it. 

Therefore, should we not, in- 
stead of riding with this wind, do 
all within our power to change 
the trend? The present advertis- 
ing program of the Institute of 
Life Insurance is an attempt to 
do just that. Certainly, no one 
has a bigger stake than we in the 
life insurance business. 


Now let us examine a little 
more closely the four points I 
have mentioned to see if they 
truly point the way ahead. But, 
let us make this examination 
against the background that the 
greatest economic force in the 
free world is today, as always, the 
sum-total. of men’s desire. 


Pattern of Inflation? 


The first point was, because 
prices have been increasing since 
the war, that pattern will be con- 
tinued. Well, that does not im- 
press any of us too much because 
we know that conditions have a 
way of changing. As soon as peo- 


ple start to say—‘‘We are in a 
new era—a one-way street,’ I 
think most of us who lived 


through the previous “new era” 
start to cringe, 
Necessary for Full Employment? 


The next point was that, if we 
want full employment, we have 


to take creeping inflation aiong 
with it. 
Well, we may all want full em- 


ployment, provided it does not 
bring collapse. But, are we so 
certain that we have found the 


methods to accomplish it? I could 
‘fame some industries right now 
in this country which do not have 
full employment, although they 
would like to have it. The reason 
is, of course, that most of the 
pent-up war demand is now sat- 
isfied and there are not enough 
buyers at present to take all that 
can be produced at these prices. 
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Economic forces are still stronger 
then legislative edict. 


Government Controls? 


The third reason was that, if 
business turns down, government 
can quickly reverse the trend 
through low interest rates, def- 
icit operations and other devices. 
I just wonder if government is 
now smart enough to iurn jobs on 
and off at will—like turning a 
spigot of water. I grant you they 
could turn on a rise in prices 
through inflationary actions that 
would scare the country to death, 
but I do not, for one minute, think 
that any Administration would 
want to do that. The great ques- 
tion is,—‘could they do some- 
thing so smoothly that it would 
pick up jobs without hurling the 
country into a rapid inflationary 
spiral?” 

We know that one Administra- 
tion attempted to do this during 
the depression, but with very lit- 
tle success. They were, of course, 
able to put families on relief and 
employed various forms of “made 
work,” but the economy -as a 
whole, was very slow in respond- 
ing. Was this not due to the eco- 
nomic climate and the fear that 
government operations engen- 
dered? We may have learned how 
to solve some of these problems, 
but, certainly, the solutions have 
not been tested, and, I, for one, 
am. rather skeptical of just what 
the results might be in our de- 
mocracy. So it seems to me that 
we have even more than inflation 
at stake;—we have our whole way 
of life. 

Union Demands 

The fourth point was that trade 
unions are so strong these days 
that they will unquestionably 
continue to demand constant in- 
creases in pay, irrespective of in- 

creases in productivity. 

There is no question as to the 
strength of trade unions, but I 
do feel that those who compose 
them are just as loyal citizens as 
anyone else in the community, 
and they, too, are quite able to 
understand what is in their in- 
terest and in the interest of our 
country in the long run. 

For example, everyone will 
agree with the simple thesis that 
the price of a product has a bear- 
ing on the breadth of its market. 
If, because of price resistance, 
sales were not expanding, it might 
well be in the interest of union 
membership not to increase 


Continued on page 28 
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Dealer-Broker Investment 
Recommendations & Literature 


it is anderstood that the firms mentioned will be pleased 
to send interested parties the following literature: 





Arizona Statistical Review 
Bank, Phoenix, Ariz. 


Atomic Letter (No. 31) — Discusses thermonuclear “fusion” 
research and appraises the outlook for progress in this 
field, mentioning industrial companies carrying on fusion 
research and describing the growth possibilities for radia- 
tion instruments in predicted expansion in use of radioactive 
materials over next five years; comments on Newport News 
Shipbuilding and Dry Dock Co., Preston East Dome Mines, 
Ltd. and Metals and Controls Co.—Atomic Development 
Mutual Fund, Inc., Dept. C, 1033 Thirtieth Street, N. W., 
Washington 7, D. C. 


Bank Stocks—Comparative figures for leading bank stocks 
A. M. Kidder & Co., Inc., 1 Wall Street, New York 5, N. | 2 
Also available is a memorandum on Philadelphia Electric Co. 


— 1957 edition — Valley National 


Banks and Trust Companies of United States — Comparative 
figures of leading institutions as of Sept. 30, 1957—New York 
Hanseatic Corporation, 120 Broadway, New York 5, N. Y. 


Burnham View — Monthly investment letter— Burnham and 
Company, 15 Broad Street, New York 5, N. Y. Also avail- 
able is current Foreign Letter. 


Chemical and Pharmaceutical Industry—Report—Smith, Bar- 
ney & Co., 20 Broad Street, New York 5, N. Y. 


Indian Steel Companies — Data — Harkisondass Lukhmidass 5, 
Haman Street, Bombay, India. 


Japanese Stock Market—Monthy survey of economic picture 
—Nomura Securities Co., Ltd., 61 Broadway, New York 6, 
we We 


Japanese Stocks — Current information — Yamaichi Securities 


Company of New York, Inc., 111 Broadway, New York 7, 
New York. 


Market Review—Witn a discussion of Stocks for Income with 
Defensive Strength—Harris, Upham & Co., 120 Broadway, 
New York 5, N. Y. 


New York City Bank Stocks—Quarterly analysis of 13 issues 
—Laird, Bissell & Meeds, 120 Broadway, New York 5, N. Y. 


Over-the-Counter Index—Folder showing an up-to-date com- 
parison between the listed industrial stocks used in the Dow- 
Jones Averages and the 35 over-the-counter industrial stocks 
used in the National Quotation Bureau Averages, both as to 
yield and market performance over a 13-year period — 


ee 8 Quotation Bureau, Inc., 46 Front Street, New York 
4, . . 


Philadelphia Bank Stocks—Comparison of 12 largest Philadel- 
phia banks — Stroud & Company, Incorporated, 123 South 
Broad Street, Philadelphia 9, Pa. 

Public Utility Common Stocks — Comparative figures —G. A. 
Saxton & Co., Inc., 52 Wall Street, New York 5, N. Y. 


Real Estate Price Index—Amott, Baker & Co., Incorporated, 150 
Broadway, New York 38, N. Y. 

Southern California—Monthly summary of business conditions 
Security First National Bank of Los Angeles, Box 2097, 
Terminal Annex, Los Angeles 54, Calif. 

Tax Switches—A list of 250 suggestions—Harris, Upham & Co., 
120 Broadway, New York 5, N. Y. Also available are analyses 
of United Shoe Machinery Corporation, A. O. Smith Corp., 
and in the current issue of “Pocket Guide” a discussion of 30 
depressed stocks, and monthly lists of suggestions for various 
purposes, 
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Allied Stores Corp.—Circular—Herbert E. Stern & Co., 52 Wall 
Street, New York 5, N. Y. 

American Electronics Inc.—Report—Van Alstyne, Noel & Co., 
52 Wall Street, New York 5, N. Y. 

American Petrofina—Analysis—du Pont, Homsey & Company, 
31 Milk Street, Boston 9, Mass. Also available is an analysis 
of International Minerals & Chemicals. 

Bank of California, N. A. — Analysis — Dean Witter & Co., 14 
Wall Street, New York 5, N. Y. Also available is an analysis 
of Litton Industries, Inc. 

El Paso Natural Gas Company—Data—Oppenheimer, Vanden 
Broeck & Co., 120 Broadway, New York 5, N. Y. Also avail- 
able are data on International Telephone & Telegraph Corp., 
Southern Calitornia Edison Co., and Tri Continental Corp. 
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Franklin National Bank of Franklin Square—Circular—Blair & 
Co. Incorporated, 20 Broad Street, New York 5, N. Y. Also 
available is a report on Rehr Aircraft. 

General Telephone Corp.—Brief analysis in current issue of 
“Gleanings’—Francis I. du Pont & Co., 1 Wall Street, New 
York 5, N. Y. Also in the same issue is an analysis of South- 
ern Railway Company and of Discount Bonds. 

Hartford Electric Light Company—Analysis—The First Boston 
Corporation, 15 Broad Street, New York 5, New York. Also 
available is an analysis of New York City Bank Stocks. 

International Minerals & Chemicals Corp.—Data—Abraham & 
Co., 120 Broadway, New York 5, N. Y. Also in the same bul- 
letin are data on Southern California Edison Co. 

Jefferson Electric Company — Report — The Milwaukee Com- 
pany, 207 East Michigan Street, Milwaukee 2, Wis. 

Lone Star Brewing Company — Analysis — Muir Investment 
Corp., 101 North St. Marys, San Antonio 5, Tex. 

Marine Midland Corp.—Bulletin—Bache & Co., 36 Wall Street, 
New York 5, N. Y. Also available is a bulletin on Sylvania 
Electric Products. 

Max Factor & Co.—Reprints of study and a third quarter re- 
port—Stern, Frank, Meyer & Fox, 325 West Eighth Street, 
Los Angeles 14, Calif. 

Meredith Publishing Company—Report—Loewi & Co. Incorpo- 
rated, 225 East Mason Street, Milwaukee 2, Wis. Also avail- 
able are memoranda on Basie Products Corp. and Wisconsin 
Electric Power Co. 

Northwest Production—Report—Western Securities Corp., 1 
Exchange Place, Jersey City 2, N. J. Also available are re- 


ports on Three States Natural Gas, Delhi Taylor Oil, and 
Big Piney Oil & Gas. 


Otis Elevator Company — Report — Thomson & McKinnon, 11: 


Wall Street, New York 5, N. Y. 


Pan American World Airways, Inc.—Bulletin—John H. Lewis 
& Co., 63 Wall Street, New York 5, N. Y. 


Stone & Webster Incorporated—Bulletin—Joseph Faroll & Co., 
29 Broadway, New York 6, N. Y. 


Three States Natural Gas —- Data — Eppler, Guerin & Turner, 
Inc., Fidelity Union Life Building, Dallas 1, Tex. 


Transamerica Corp.—Memorandum—Hemphill, Noyes & Co., 15 
Broad Street, New York 5, N. Y. 


Transcontinental Gas Pipe Line Corp.— Memorandum—Fridley, 











Specialists in 
Over-the-Counter 


Securities 


TROSTER, SINGER & CO. 


Members: New York Security Dealers Association 


74 Trinity Place, New York 6, N. Y. 


Hess & Frederking, Texas Naticnal Building, Houston 2; Tex. 


Union Bag Camp Paper Co.—Memorandum—H. Hentz & Co.. 
72 Wall Street, New York 5, N. Y.. 
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Chicago Great Western Railway 


Earnings of Chicago Great West- 
ern Railway Co. have held up 
better than the average of the 
nation’s carriers and also those of 
its competitors in the district 
served. For the first nine months 
of this year, the road reported a 
net income of $2,749,897, equiva- 
Jent to $5.57 a common share as 
compared with a net income of 
$2,576,098 or $5.23 a common 
share in the like 1956 period. 

For the month of September 
alone, Great Western reported net 
income after taxes and charges of 
$307,524 against $304,754 in Sep- 
tember, 1956. These profits were 
reported at a time when the ma- 
jority of the railroads throughout 
the country were running sub- 
stantially under a year ago and 
in many cases were reporting 
deficits after charges. 

Consequently, it is believed that 
net income for all 1957 again will 
attain new records, In 1953, Great 
Western repoited the greatest net 
income in its history. In 1954, 
another new record was set to be 
followed by still higher earnings 
in 1955. In 1956, net income 
amounted to $6.72 a common share 
which exceeded any previous 
year. A new record is expected 
to be established in 1957, as pre- 
viously stated. 








DEPENDABLE MARKETS 








DEMPSEY-TEGELER & CO. 





The improvement in earning 
power has been due to a number 
of factors. One of the principal 
ones has been the rehabilitation 
of the property and also complete 
dieselization making for a high 
degree of operating efficiency. 
Over the past 10 years the road 
has expended more than $47 mil- 
lion for improvement of road and 
equipment. In adition to diesel- 
ization, Great Western has mod- 
ernized its freight car fleet, 
improved vards; installed new 
heavier rail; modernized its 
bridges and roadbed; plus other 
modern installations. 

Despite large capital expendi- 
tures, the carrier has maintained a 
strong working capital position. 
As of Aug. 31, 1957, cash amounted 
to $5,237,496, temporary cash in- 
vestments to $3,000,000 and special 
deposits of $159,813. This com- 
pares with cash of $7,701,461, no 
temporary cash investments and 
special deposits of $165,260 at the 
end of August, last year. Net cur- 
rent assets at the end of the period 
aggregated $4,077,172 as compared 
with net current assets of $4,514,- 
815 at the end of August, 1956. 

To further improve operating 
efficiency, Great West plans addi- 
tional yard modernization. A new 
vard is being installed at Council 
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Bluff and the Kansas City yard 
has a track lengthening program 
to facilitate the makeup of trains. 
All of these improvements will 
facilitate tne movement of freight 
trains which means better service 
and also a cut in the per diem 
charges on other carriers’ cars. 

Along with the roadway and 
equipment rehabilitation, the road 
has been aggressive in obtaining 
new industry on line. It has been 
successful in this respect and fur- 
ther new industries and plants are 
expected to be added in coming 
months. At St. Paul, Minnesota 
and Fort Dodge new large plants 
now are in operation. Great West- 
ern has many physical advantages. 
Jt has limited passenger opera- 
tions, the latter usually a losing 
proposition; a long average haul, 
a fairly even flow of trafiic over 
its line and a high proportion of 
bridge line traffic. 

It also is believed that Great 
Western will propose a plan to 
exchange its 5‘: preferred stock 
($50 par) for debentures. This 
would mean additional earnings 
and leverage for the common 
stock since the debenture interest 
would be deductible for tax pur- 
poses while the preferred divi- 
dend is not. Marry other carriers 
have successfully inaugurated 
such plans. The road also has a 
growing dividend record. Divi- 
dends were first paid in 1954 
when 75 cents a common share 
was declared. In 1955, the com- 
mon was placed on a 25-cent 
guarterly basis with a 242% stock 
dividend and a year-end extra of 
3715 cents also was distributed. 
In 1956 the quarterly dividend 
rate was increased to 35 cents a 
share and a 212% stock dividend 
also was declared. In the second 
quarter of this year the rate was 
raised to 50 cents a share and a 
214% stock dividend payable 
December 31 already has been 
declared. Currently, there are 
outstanding 365,547 shares of pre- 
ferred stock and 367,066 shares of 
common stock. 


Continued from page 2 


The Security 
I Like Best 


agement has expanded the busi- 


ness over the years. 

Its products are used in many 
and varied industries and among 
its customers are 96 of our 100 
largest corporations. Its principal 
products are controls and meter- 
ing equipment for general indus- 
try; chemicals for the treatment 
of water—Calgon, Calgonite, Odo- 
rex, etc—and a chemical for the 
curing of meats—Curafos. Also a 
mechanical dust collector — 
Atomix. It also owns one of the 
important water laboratories of 
the world to which water trom 
all parts of the world is sent for 
analysis. And the company has 
recently again broadened its area 
of activity by entering the field of 
nucleonics. 

Efficient, experienced and ag- 
sressive management is the key to 
success. Hagan Chemicals & Con- 
trols, Inc. has it. By eliminating 
the less, and expanding the more, 
profitable segments of the busi- 
ness; by far-sighted planning; by 
stream-lining the entire operation 
and by the maintenance and con- 
stant development of a fine de- 
partment for research; this rap- 
idly growing enterprise has been 
provided the foundation for a 
very bright future: in fact, it 
should be dynamic. 

The “market” is seemingly be- 
coming aware of this formerly 
little known opportunity. The 
share price which was about $24 
in 1955 is now about $40—an in- 
crease of 80% in two 3 


ears. 
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President, Boston and Maine Railroad 


Outspoken cures for the railroad imdustry are advanced by 
New England railroader who states we have too many railroads 
and asks that, once and for all, an overdue candid recognition 
be made of the railroad problems as a necessary preliminary 
toward rectifying them. Mr. McGinnis appeals to the industry 
to concentrate on productivity and service, undertake experi- 
mentation and research, and to expedite common agreement on 
matters common to the industry in order to achieve “functional 
mergers” while waiting the day of financial consolidations and 
mergers. Ponders our ability to run elevators automatically 
but not trains; compares nonregulated carriers’ pricing policies 
to rail’s; and endorses reserve pool of government credit 
proposed by Pennsylvania Railroad head. 
Is this the most pessimistic pe- 


riod for railroads since the depres- 
sion? Certainly this is so where 


ceptive to ideas. But they should 
not go back with old ones that 
were thought of 30 years ago and 


railroad securities and railroad 
finance are 
concerned. If 
those of us 
who are man- 
agingthe 
American rail- 
roads will rec- 
ognize that 
this pessimism 
is perhaps well 
founded, we 
can do some- 
thing about it. 

One of our 
great faults in 
the past was 
that the pes- 
simistic fea- 
tures of railroading over the last 
thirty years were ignored by our 
managers, and we are today suf- 
fering because of this lack of 
vision by our former managers. 
Today, we are faced with tre- 
mendous problems, such as spiral- 
ling wages, lack of productivity in 
relation to our gross revenues, 
and, of course, the fall-off in 
business, particularly in the east. 

The point, however, is that if 
we can recognize these problems 
and do something about them, this 
industry, I believe, can plan its 
future successfully. 


Lack of Managers 


For nearly 35 vears I have stud- 
ied railroad finance. In the last 
ten years, however, I discovered 
that reading “Moody’s,” “Standard 
and Poor’s,” and the “Wall Street 
Journal” tells you little about 
management. The great fault of 
our American railroads has been 
their failure to recognize their 
need for effective managers over 
the last 30 years, theiy failure to 
see the inroads made by water- 
ways, trucks, private carriers and 
contract carriers, their habit of 
following rather than leading in 
transportation. Today, we read 
about new methods and new tools 
and machines that have been in- 
troduced to the transportation in- 
dustry that were never recognized 
or tested before because of the 
lack of vision and imagination of 
our industry, 

One of the greatest mistakes 
was that each railroad president 
and his entire staff were studying, 
laboring, and working for their 
own railroad day and night, but 
no one was working for the rail- 
road industry, per se. The period 
from 1933 to 1939 proved that we 
are one industry, each line de- 
pendent on the other. 





Patrick B. McGinnis 





Give the Boss "deas 

I welcome an opportunity to 
talk to men of the Railway Sys- 
tems and Procedures Association 
who, I believe, are young and 
have imagination and vision. They 
should go back to their own rail- 
roads with some ideas; write them 
down and recommend them to the 
railroad, whether they are great 
big ideas or little tiny ideas, be- 
cause every railroad president 
who is worthy of the name is re- 














“From a talk by Mr. McGinnis before 
the Railway Systems and Procedures 
Association, Chicago, Oct. 8, 1957. 

















later discarded. Never go to a 
railroad meeting and go back 
emptyhanded. 


Because suppliers are involved 
as well as railroads, I suggest that 
this age-old theory that a piece 
of new equipment must be tested 
and tried on 17 different railroads 
be stopped. I think if a supplier 
has an idea and he tries to sell it 
to a railroad in the pilot stage, 
other railroads ought to join with 
him in developing it rather than 
waiting around until we get a 
model that will pass all of the 
tests of the ICC and the AAR, be- 
cause the very delay and the dis- 
couragement that suppliers get 
often postpone the adaptation of 
that idea for years and years, and 
sometimes prohibit its introduc- 
tion entirely. 

Speaking of motive power for 
a minute, do we have problems in 
motive power and in operations? 
Of course, we do. All of them, 
however, are tied up with the 
fundamental weakness of our rail- 
roads, which is service. I am 
speaking of freight, of course. 

I am in thorough agreement 
with those who say that the pri- 
vate automobile has taken the 
passenger business and will take 
more of it, and I will not say 
anything more about the passenger 
business. Enough has already been 
said, and I concur. I came here 
from Boston in a plane. It is 
cheaper and quicker and I think 
it is just as safe. 


Rail Weakness in Freight 


In the freight end of it, our 
greatest weakness is service. We 
haven’t improved the _ service 
enough in the last 40 years to 
stick in your eye. You know it 
and I know it. 


Thére are a great many reasons 
why that happens, but our ship- 
pers know it, and every time we 
lose a shipper to a contract car- 
rier, despite the fact that it is un- 
fair, and even when we lose him 
to his own trucks, it is usually 
due to service, not rates: 

This deficiency in service goes 
hand in nand with productivity. 
We are forced to pay wages in 
competition with General Motors 
and the steel industry. We are 
forced as managers to motivate 
the productivity that will er able 
us to pay those wages. We haven’t 
been able to since last year’s ex- 
perience, we will not be able to 
this year and probably won’t next 
year because with the decline in 
business and with the hold-downs 
cn almost everything, the produc- 
tivity will not be there in spite 
of rate increases. Therefore, the 
necessity for having group action 
is greater today than it has ever 
been. 

A Plague on Hotboxes 


Let’s just go over a few of the 
items. This long argument about 
the roller bearing versus the solid 
bearing has been going on for 30 
or 35 years. Can it be solved with- 
out reference to another commit- 
tee and to another study? When 


I attend the board meetings of the 
AAR, someone always asks, “Can't 
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we come up with a rule that speci- 
fies that at tne end of three years 


there must be a sealed box in 
every bearing? We don’t care 
who makes it. We -don’t care 
whether it is a roller bearing, or 
whether it is a new gadget that 
the solid bearing people are intro- 
ducing, but it must be a sealed 
bearing to eliminate hotboxes, and 
at the end of three years, no bear- 
ing is any good in interchange 
unless it is in a sealed box.” 

Why must we go on and on 
arguing the virtues of roller bear- 
ings versus solid bearings wuen 
the hotbox record last summer 
was the worst in the history of 
American railroading? As you 
know, they are not all counted. 
They only count the hotboxes be- 
tween terminals. They don’t count 
the ones that are found in the 
terminals. 


Of course, we have things to do. 
Isn’t that connected with service? 
Of course, it is. Isn’t it connected 
with productivity? Of course! 


One of the greatest items of 
productivity you have is the elim- 
ination of inspection of bearings, 
and one of the greatest handicaps 
to good service is the cutout for 
a hotbox. 


Same Old Couplers 


What are we going to do about 
couplers? We have the same 
coupler now that we had 40 years 
ago. We have the same air hose 
that we had 40 years ago. 

Now, in the days of moons fly- 
ing around the world, can’t we 
find a better coupler, an auto- 
matic coupler with the air hose in 
it that will couple together auto- 
matically, using magnets or some- 
thing else? Must we sit here and 
wait another 30 years to.find a 
way to couple cars, and be satis- 
fied with what we have been do- 
ing for 30 years? Well, we are. Do 
you know of anybody trying to 
make an automatic coupler with 
the air connection in it? Do you 
know of any supplier, or do you 
know of any research center, AAR 
or anybody else? I don’t. 

But, we are sitting here with 
the same old coupler, and instead 
of improving on it, we are spend- 
ing thousands of dollars on a DF 
car, if you please, and we are 
spending thousands of dollars on 
lading in the car. Why? To pro- 
tect ourselves against the coupler. 
We are not attacking the problem. 
We are eating aspirin. 

Why can’t a group like this go 
home and ask, “Why can’t we 
have an automatic coupler with 
the air hose in it?” 

Is that connected with service 
and productivity? Of course, it is. 
The highest cost in train operation 
comes from putting the cars to- 
gether, and you know that. There 
are other little things such as a 
standard tie-down on piggyback. 
We haven’t changed any. 


Too Many Tie-Downs 

We introduced a new service 
called Piggyback. It is only four 
or five years old really, although 
it was started years ago on the 
New Haven and on the Great 
Western, but sure enough, as soon 
as it becames a volume business, 
everybody has his own tie-down. 
There are already seven of them, 
and if we don’t stop it, every rail- 
road will have their own tie-down 
on Piggyback. No kidding, it’s like 
the old steam engine. You know, 
every mechanical officer had a 
new gadget to add over the years, 
and it ended up looking like a 
Rube Goldberg concoction. 

Why can’t a group like this say, 
“Let’s stop this. Who is responsible 
for tie-downs? Let’s figure out the 
best one, and buy them for half 
price instead.of everyone going 
around the country with different 
kinds.”’ 

In our modern railroads, we are 
completely behind the times on 
mechanized snow removal and ice 
protection. We have made no real 
progress, and one of our highest 
costs on the northern railroads is 
the removal of ice and snow. 
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Elevator’s Lesson for Rails 


Gewmpg back to proauctivity. 
You have seen the new buildings 
in New York. Let’s take tne so- 
cony-Vacuum Builaing, the largest 
building that has been built since lutely necessary to produce the 
the war. It is on 42nd Street be- Proauctivity because if we don’t 
tween Third and Lexington. You Produce the productivity, even 
waik in the lobby, and want to go With an increase in business, our 
to the 40th floor, or the 30th, or Problem is not solved. That is the 
the 20th. You walk to the elevator, Problem of every business in the 
There is nobody around, and no United States—lower costs and 
starter. You walk into the eleva- lower prices. It has been demon- 
tor, and there is nobody running Strated time and time again. When 
it. You punch a button, and tha. wages do not equab. productivity, 
is it. There are no wires, no you get in the position tnat we are 
men. Isn’t that transportation? ‘Oz; in now, to. some extent, in auto- 
course, it is. Vertical transporta- mobiles and to some extent in 
tion. steel. 

The largest number of transpor- New Pricing Pelicies 
tation miles in the world is in ele- Those who are familiar with the 
vators. The largest number of discussion about contract carriers, 
transportation miles, and tney are agreed rates, contract rates, quan- 
all vertical miles. tity rates ana traimioaa rates, are 

How long are we going to sit you for them or against them, and 
with two rails to run trains on, why? We have them in Canada 
and not do it automatically. There now. We have had them in Europe 
is the biggest waste of p for years. 
ity in the whole railroad industry, © In the American railroads, there 
but is there any experimentation are pros and cons, but we know 
going on? Is there any research that our competition, the contract 
center working on it? Not that I carrier trucks; the pipelines, the 
know of. It can be done. In 1955 barges, the waterways and the 
on the New Haven, working with ships are all making agreed rates, 
Union Switch, we ran an MU car quantity rates and contract rates 
with no wires and no crew, and on bulk materials every day of 
we ran it successfully. The only the week. 
one who even paid the slightest What are we going to do about 
attention to it was the Army, who it? Are we going to sit here until 
is now using it. If you can run an we lose it all to these nonregu- 
elevator automatically, why can’t lated carriers, or are we going to 
you run a train? finally say, “We will doit, too. We 
will make bulk rates, agreed rates, 
and quantity rates.” 

Whether you are forit or against 
it, you ought to know about it, and 
don’t be afraid to cross depart- 
mental lines and go into the traffic 
man and say, “What is the story 
on the trainload rate and the con- 
tract rate? Why don’t we do it, or 
why do we do it? How would it 
affect us?” 

You have to get into the rate 
picture if you are a part of the 
railrcad team because of the serv- 
ice value, the value of the product. 
We have heard about that for 40 
years, and we hope something will 
be done about it. 

The water competition is be- 
coming very keen, even in Chi- 
cago. It is planning to become a 
seaport, and every town and city 
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Goldberg device, but it works. It 
goes around and cleans up the 
Place, and does the work of 18 
men, using only two men, 


Labor Guarantee 

Everybody says, “Yes, but you 
have the labor problem.” You have 
the cure to labor in the same way 
you had on the Canadian Pacific 
on the firemen, where they fig- 
ured, and successfully, that no job 
would be lost to those on the pay- 
roll at the time. so there was nc 
economic loss to the employees 
who were on the payroll at the 
time. That can be done. 

Now, if we don’t think about 
these things, and if we ignore them 
completely, how are we ever go- 
ing to get to them, because these 
things don’t happen quickly? 
There are millions of little things. 
We have a vacuum cleaner up in 
North Station that we dug up our- 
selves. It runs on rails and runs 
on rubber, and has two great big 
hoses on it. It looks like a Rube 


CANADIAN 
INVESTMENTS 


We offer to United States investors 
complete facilities for the pur- 
chase of high grade Canadian in- 
vestments. Our facilities includes 





A Research Department with 
up-to-date information on 
major Canadian companies. 





A Correspondence Depart- 
ment to deal in securities by 
mail, 


Private wire service to our 
offices across Canada. 











Inquiries from investors 
are invited, 
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LETTER TO THE EDITOR: 


Wanted: A New Definition of Money 


In his letter questioning Dr. Palyi’s concept—and use—of the 
term money and savings employed in his article on “How Tight 


Is Tight Money?” Professor 


Klise finds those tergas to be 


“a source of real confusion in our thinking and our statistics.” 
Refers to inconsistent usage of “ttme deposits” by Federal 
Reserve. States the word money customarily means it is an 
“asset which cannot be further liquidated because it is itself 
spendable” for it “does not have to be converted first into 


something else.” 


Hopes we can work out a new definition 


of money. 


Editor, Commercial and Financial 
Chronicle: 


Dr. Palyi points out a number 
of common illusions in his article 
“How Tight Is Tight Money?” 
(Commercialand Financial Chron- 
icle, Sept. 19, 
1957, pp. 1 et 
seq.). His fi- 
nal point, 
however, 
probably 
needs a fuller 
statement. He 
refers to the 
“11.5 billion- 
dollar annual 
increase of the 
money sup- 
ply” in the 12 
months ended 
June 30, 1957, 
commenting 
that it “takes 
men with extraordinary imagina- 
tion to call this ‘credit restraint’.” 

It takes at least a little imagina- 
tion to see an increase of $11.5 
billion in the money supply. $6.5 
billion was the increase in cur- 
rency plus net adjusted bank de- 
posits. As it happens, however— 
and Dr. Palyi does not call this 
fact to our attention—nearly all 
($5.7 billion) of this $6.5 billion 
increase was in time deposits. Ad- 
justed demand deposits increased 
by about half a billion dollars, or 
less than % of 1%. (By contrast, 
in the five years between 1950 and 
1955 adjusted demand deposits in- 
creased by an average of more 
than $3 billion a year, more than 
six times the rate of increase dur- 
ing the 12 months ended last June.) 


The other $5 billion of increase 
fin the money supply was, he notes, 
in “deposits” in building and loan 
associations. 





E. S. Kise 


What Are Deposits? 


It is probably a little misleading 
to call the funds left with the 
building and loan companies “‘de- 
posits.” In the official publication 
Savings and Loan Fact Book 1956 
(United States Savings and Loan 
League) they are termed “savings 
accounts” (p. 47) and their income 
is listed as “dividends” (p. 65). 
There may be little distinction in 
the mind of the holder between 
his “account” in a building and 
loan company and his “deposit” 
in a savings bank or commercial 
bank. In recent years he has been 
able to treat both the account and 
the savings deposit as though they 
were demand deposits. The fact 
remains, as bankers often empha- 
size, savings and loan accounts, 
time deposits, and demand depos- 
its are three different things. So 
long as the bank is in business, it 
must pay demand deposits on de- 
mand and it must pay savings or 
other time deposits within a speci- 
fied period, usually 30 to 60 days. 
A savings (or building) and loan 
company is under no obligation t6 
redeem its shares, or accounts, 
within a specified period. Thou- 
sands of their shareholders found 
this out the hard way a quarter- 
century ago. 

At any rate, whether we do or 
do not call these accounts “‘depos- 
its’ is much less important than 
whether we call them “money.” 
There is certainly something to be 
said for inclucing them, as Dr. 
Palyi does. in the money sunvply. 
They are at present as lianuid as 
bank deposits. and the chances are 
they will continue to be liquid. 


Probably it makes little difference 
to the saver’s actions whether he 
is holding $1,000 in a savings and 
loan account, a savings deposit, or 
an inactive demand deposit. (Or, 
we might add, in savings bonds.) 

The same comment may be 
made with respect to time depos- 
its. Here the case for including 
them as money is _ probably 
stronger, and they are aften so 
classified. They are currently liq- 
uid, and may have about the same 
effect on the holder’s plans as 
would an equal volume of demand 
deposits. 


in Official Data 


The Board of Governors of the 
Federal Reserve in some places 
includes time deposits and in some 
places omits them from its totals 
of “Currency and Deposits.” We 
‘an certainly take into account the 
effect of savings deposits (and 
other assets if we wish) by some 
such heading as “Money and Liq- 
uid Assets.” This is likely to be 
less misleading than to broaden 
our definition of money to cover 
these other assets, which are not 
a part of the circulating medium 
of exchange. 


Confusion 


On the other hand, if we are 
going to include time deposits 
and savings and loan accounts as 
money, we need a new and clear- 
cut definition of money. It is 
hardly sufficient to say, “If an as- 
set is liquid, it is money.” Liquid- 
ity is a relative concept. All as- 
sets ave some degree of liquidity, 
but some are more liquid than 
others. Money, as the term is cus- 
tomarily used, is the one asset 
which cannot be further liquidated 
because it is itself spendable, It 
alone does not have to be con- 
verted first into something else. 
A $10 bill is exchanged directly 
for groceries. Ten dollars of a de- 
mand deposit is similarly directly 
transferred by writing a check 
turning over the deposit to its new 
owner. We do not and cannot di- 
rectly spend either savings depos- 
its or saving and loan accounts. 
Instead we withdraw that amount 
of money. in the form of currency 
or as a check on a demand deposit 
owned by the savings institution, 
and only then are we able to spend 
it. 

Of course, we are not obliged to 
define money as directly spend- 
able assets (or the customary me- 
dium of exchange) and nothing 
else. But our definition should be 
unambiguous. The difficulty with 
including time deposits and sav- 
iigs and loan shares is that it is 
eoing to be hard to find a defini- 
tion which will include them, yet 
not at the same time include still 
other assets, including savings 
bonds, postal savings, mutual 
funds, credit unions, and possibly 
stil! athoary assets. 

(Total savings in all these sav- 
ings media combined, and includ- 
ing the time deposits and savings 
and loan accounts, rose from $121 
billion in 1947 to $178 billion in 
1955. During the same period the 
total of demand devosits a“iusted 
and currency increased much less, 
from ©1411 to $135 billion.) 

Like time deposits and savings 
an? loan accounts. the savings 
bonds and other assets mentioned 
above at present easily con- 
verted into cash. Perhaps there 
is some difference jin the motives 
for holding these various assets 
whereby we might distinguish 


are 
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which should be called money. 
Motives are, however, likely to be 
difficult to prove. 


Money ard Svinrgs Are Not 
Synonymous 

It dots not seem helpful to treat 
savings and money as synony- 
mous. The supply of money is 
increased principally through the 
extension of more credit by the 
commercial banks. For money 
savings to increase, a prior in- 
crease in the money supply may 
be helpful, but something else is 
the essential factor. Someone 
must refrain from spending all 
his money income, and either hold 
is as currency or as an idle de- 
mand deposit or turn it over to 
a savings institution. 

We can hardly say the money 
supply has increased by $1,000 
because someone is holding in a 
shoebox fifty $20 bills which he 
has saved out of his income. The 
effective money supply is actually 
less in this instance, as long as 
he holds the currency out of cir- 
culation. Savings, not money, has 
grown (though it would be diffi- 
cult to measure such savings). 

If he turns the $1,000 over to a 
savings institution he gets a claim 
on that company, just as he gets 
a claim on a corporation or on 
the government if he buys a bond. 
Or he may turn the money over 
to the management of a mutual 
trust fund and receive shares of 
ownership. By any of these routes 
the $1,000 may come back into 
circulation — unlike the previous 
case. The saver, however, is not 
spending it, and he cannot spend 
it as long as he holds the savings 
account or other asset for which 
he has exchanged his money. He 
can no more spend these assets 
than he can spend his business 
accounts receivable. « 

Why, then, should any of these 
non-spendable claims be lumped 
in with the medium of exchange? 
Perhaps we can work out a new 
definition of money, but until we 
do such terminology appears to be 
not only inconsistent but a source 
of real confusion in our thinking 
and our statistics. 


Provides an Example 


Suppose that next year by 
rigorous self-denial the public in- 
creases its savings by $10 billion, 
held as savings deposits and as 
savings and loan accounts. As- 
sume, further, that along with 
this $10 billion increase in savings 
there occurs during the same pe- 
riod a decline of $5 billion in 
demand deposits as commercial 
banks contract their loans and 
investments. Currency, we shall 
suppose, remains at the same 
level. If we term the savings 
“money,” we must say that the 
net effect has been an inflation of 
the money supply. It seems para- 
doxical to speak of the inflation- 
ary effect of an increase in sav- 
ings. The consequences of the 
reduction in commercial bank 
credit and in consumer spending 
might well be deflationary so far 
as the price level, employment, 
and national income are con- 
cerned. Almost certainly there 
would be deflationary conse- 
quences if the reduced volume of 
demand deposits and of consumer 
spending led the savings institu- 
tions to adopt a more cautious 
lending policy, holding larger ex- 
cess reserves. It would be incon- 
venient. tc say the least, to try 


to explain a general deflation as ———— 


the direct result of a simultaneous 
monetary inflation. 
EUGENE S. KLISE 
Professor of Economics 
Miami University, Ohio 
October 7, 1957 


J. Logan Adds 


(Special to Ture Financia CHRONICLE) 


PASADENA, Calif—Donald C. 
Como, John P. Fitzgerald, Alvin 
M. Rudd Ravmond L. Sodersten 
and Walter F. Tavlor are now 
with J. Logan & Co., 721 East 
Union Street. 


... Thursday, November 7, 1957 


THE SECURITY TRADERS ASSOCIATION OF NEW YORK, INC. 


The following candidates have been nominated for officers for 
the year 1958 of the Security Traders Association of New York: 


President—John F. McLaughlin, McLaughlin, Cryan & Co. 
First. Vice-President—Bernard J. Conlon, P. F. Fox & Co. 


John F. McLaughlin 


Salvatore J. Rappa 


Inc. 


Bernard J. Conlon 


Ph | » 


Barney Nieman 


Wilbur Krisam 


Second Vice-President; Barney Nieman, Carl Marks & Co., 


Secretary—Salvatore J. Rappa, F. C. Moseley & Co. 
Treasurer—Wilbur Krisum, John C. Legg & Company. 


Directors (Two-Year Term): 


Joseph H. Billings, Cowen & Co.: 


Walter L. Filkins, Troster, Singer & Co.; John D. Ohlandt, Jr., 
New York Hanseatic Corporation; Arnold J. Wechsler, Ogden, 


Wechsler & Co. 


Trustees of Gratuity Fund (Two-Year Term): G. Harold Noke. 
Francis I. du Pont,& Co.; Josenh D. Krasowich, Gregory & Sons. 


Notional Cemmitteemen: Samuel F. Colwell, W. E. Hutton & 
Co.; Stanley L. Roggenburg, Roggenburg & Co.; Alfred F. Tisch, 


Fitzgerald & Company. 


National Committeemen Alternates: Harold L. Arnold, Gold- 
man, Sachs & Co.: Joseph R. Dorsey, Bache & Co.: Walter F. 
Saunders, Dominion Securities Corporation; Stanley M. Waldron, 
Merrill Lynch, Pierce, Fenner & Beane: Graham Walker, Mc- 


Manus & Walker. 


Nominating Committee (Four members to be selected): Harry 
L. Arnold, Goldman, Sachs & Co.; Bernard J. Clancy, Jr., Merrill 


Lynch, Pierce, Fenner & Beane; 


curities Corporation; Raymona C. Forbes, Shearson, 


George L. Collins, American Se- 
ammill & 


Co.; Joscph C. Eagan, Frank C. Masterson & Co.; James F. Kelly, 
Kidder, Peabody & Co.; D. Raymond Kenney, D. Raymond Ken- 


ney & Co.; George V. Leone, Leone & Pollack; 
field, Winslow, Cohu & Stetson; 


& Co.; 
Edwin L. Tatro Co. 


N. Irving Max- 
Cornelius B. Sheridan, Mitchell 


Abraham Strauss, Strauss, Ginberg & Co.; Edwin L. Tatro, 


Members of the Nominating Committee presenting the slate 
are: Leslie Barbier, G. A. Saxton & Co. Inc.; John Butler, First 


Boston Corporation: Vincent M. 


Gowen, Goldman, Sachs & Co.: 


Charles M. Kaiser, Grady, Berwald & Co. Inc.; Edward J. Kelly, 
Carl M. Loeb, Rhoades & Co., Chairman. 


INVESTMENT TRADERS 


ASSOCIATION 


OF PHILADELPHIA 


The Fifth Annual Dinner Dance of the Investment Traders 
Association of Philadelphia will be held on Saturday evening, 


Nov. 


Hill, Darlington Opens 
Second Boston Office 


BOSTON, Mass.—Hill, Darling- 
ton & Co., members New York 
Stock Exchange and _ associate 
members American Stock Ex- 
change, announced the opening 
of a second office in Boston 
Situated in the Little Building 
Arcade, 80 Bovleston Street, the 
new office will be managed by 
Harry C. Factor. The staff will 
also include Russell Novello and 
A. Allen Resnick. 


23, 1957 at the Germantown Cricket Club. 


Howe-Krucnen Co. Opens 


MEMPHIS, Tenn. — Howe-Kru- 
enen Company has been formed 
with offices at 3795 Kenwood 
Avenue to engage in a securities 
business. Dwight B. Howe is a 
principal. 


Powell, Johnson Branch 

FV'TTLFRTON. Calif. — Powell; 
Johnson & Powell, Inc. has opened 
a branch office at 306 North Po- 
mona Avenue under the direction 
of Milton C. Powell, Jr. 
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Wage Inflation: 
Public Enemy No. 1 


By T. O. YNTEMA* 


Vice-President-Finance, 


Ford Motor Company 


Ford economist-finance officer proposes applying anti-labor 
laws to unions as the most desirable solution to the labor 
monopoly problems and wage inflation which he terms Public 
Enemy No. 1. Regarding our current inflation, Mr. Yntema 
primarily blames wages and market-wide monopoly power 
which can force wages up despite no labor shortage and insuf- 


ficient offsetting productivity 


increases — which, he says, 


business cannot contain, fiscal-monetary controls cannot cure, 
and price and wage controls cannot control. Condemns industry- 
wide wage pricing and asks for restoration of free market. 


All through the decade of the 
thirties, we had chronic depres- 
sion and mass unemployment. De- 
mand was never sufficient to 
bring idle 
men and ma- 
chines into 
production. 

15 years ago, 
it wasjust 
about as pre- 
sumptuous to 
think that 
chronic unem- 
ployment 
could be cured 
astothink 
thatatoms 
could be split 
and fused, or 
that a man- 
made moon 
could circle the earth. When the 
Committee for Economic Develop- 
ment undertook in 1942 to find 
out how to maintain a high level 
of employment, we felt that if we 
could be 1% successful we should 
de well indeed. But the atom has 
been split and fused, and the 
Sputnik circles the earth! In the 
field of economics, the demon- 
stration of achievement is not 
quite so clear-cut, but I think it 
is a fair statement that we now 
know the mechanics, the mone- 
tary and fiscal measures, to stop 
and reverse a deflation. Whether 
we have the moral fibre and the 
political ability to use this knowl- 
edge effectively, without excesses 
and perversions, is another ques- 
tion—just as it is in the applica- 
tions of atomic physics. 

Similarly, we have the technical 
know-how to cope with price in- 
flation caused by excess demand. 
Monetary and fiscal measures can 
mop up excess demand and, if 
there is a sudden spurt of scare 
buying (for example, at the out- 





T. O. Yntema 


break of a war emergency), a 
timely, but temporary—and I 
mean temporary — price - wage 


freeze can hold the line until mon- 
etary und fiscal measures take 
effect. 

There are, of course, technical 
problems in the design and ad- 
ministration of monetary and fiscal 
measures, but these can be handled 
reasonably well by competent peo- 
ple. The real. difficulties in cop- 
ing with inflation are again moral 
and political. In the early stages 
of inflation, high employment, 
rising money incomes and ex- 
aggerated profit statistics make 
restraints that seem to limit pros- 
perity unpopular indeed. In time 
of war, we characteristically elect 
an unbalanced budget and infla- 
tion rather than the rigors of very 
high taxation. 


Now, however, we are con- 
fronted with the kind of inflation 
that has been of gravest concern 
to economists—cost push inflation. 
This kind of inflation has its roots 
primarily in the monopoly power 
of unions to force wages up even 
though there is no shortage of 
labor, and insufficient increase in 
productivity to absorb and offset 
the wage increase. This kind of 
inflation cannot be cured by fiscal 
and monetary measures alone. 
Such measures can be used to 


*An address by Mr. Yntema before the 
Amer'‘can Life Underwri‘ers Association, 
Chicago, Il., Oct. 11, 1957. 





bring demand into balance with 
supply, but they will not stop mo- 
nopolistic moves to jack up wage 
rates. If monetary and fiscal re- 
straints are made severe enough, 
they can produce a depression that 
may restrain labor demands. Such 
an outcome is not, of course, ac- 
ceptable. And even in depression, 
wages may be driven up, allegedly 
to increase purchasing power—a 
process -tried under the aegis of 
the N.R.A. in the thirties with 
notable lack of success. 


Much of the public is getting 
aroused about inflation, and 
rightly so. Total disposable in- 
come is going up in dollars, but 
it isn’t buying any more goods. 
Old people, widows and others de- 
pendent on insurance, annuities 
and pensions are getting poorer. 
The little people, who don’t know 
how to invest in.real estate or 
eauities, find theif savings eroded. 
Teachers, preachers, public serv- 
ants, and all those whose salaries 
fail to keep up with prices are 
losing ground in the struggle to 
maintain their standard of living. 

If prices continue to rise as they 
have in the past two years, and if 
monetary and fiscal measures 
prove ineffective against union 
drives for higher wages, the coun- 
try may, in desperation, turn to 
price and wage controls. Such 
controls are useful in a temporary 
emergency to deal with a sudden 
surge in demand from scare buy- 
ing or for limiting the magnitude 
of price inflation during a war. As 
a solution to the wage inflation 
problem, they are exceedingly 
dangerous. 


In actual operation, 
wage controls become mainly 
price controls. Wages escape ef- 
fective control, and “cost absorp- 
tion’—a euphemism for the profit 
squeeze—follows. This, in turn, 
leads to all kinds of attempted 
escapes by business: downgrading 
of product, introduction of new 
items, and other undesirable prac- 
tices. Since prices and profits are 
the regulators of business activity, 
the economy is without effective 
direction. Bureaucracy takes over, 
attempting to administer the price 
controls and direct the allocation 
of resources. The economy may 
continue to operate for a time 
more or less satisfactorily if there 
is adequate demand to take the 
goods off the market and if there 
is expectation that the price con- 
trols will be lifted. If, however, 
price controls continue for long, 
the economy will become increas- 
ingly less efficient and increas- 
ingly less responsive to the needs 
of the country. The state will 
take over more and more of the 
control of the economy, and we 
shall move closer and closer to the 
Russian system. If price controls 
become permanent, the free-mar- 
ket, private-enterprise system is 
gone, and Socialism or Com- 
munism will take its place. 


price and 


Prospects We Face 


Let’s take a closer look at recent 
history and the prospects we face. 
By 1948, the war-generated infla- 
tion had pretty well spent itself. 
In 1950, prices spurted with the 
outbreak of the Korean War, then 
leveled off until 1955. Since mid- 
1955, wholesale prices of com- 






modities other than farm products 
and food have risen at a rate of 
more than four per cent a year. 
Since 1948, total corporate profits 
(adjusted to remove fictitious 
inventory profits) have remained 
on the same plateau, while total 
compensation of corporate em- 
ployes has increased by more 
than two-thirds. Profit margins 
on sales have declined, and re- 
turns on capital employed have 
gone down still more, while wage 
rates and fringe benefits have 
risen sharply—by more than fifty 
per cent. 

The immediate postwar inflation 
may fairly be characterized as a 
demand inflation. So may the 
price spurt at the beginning of the 
Korean War. In the last two years 
of rising prices, the very large ex- 
penditures for construction and 
for producing durable goods have 
caused upward pressures on prices 
in some parts of the economy; but 
in most industries, there has been 
enough capacity, and in some 
more than enough, to satisfy the 
demand. In recent years, the im- 
petus for higher prices has come 
mainly from increased costs caused 
by higher wages. 

Even though demand pressures 
have abated in most parts of the 
economy and are easing generally 
in the rest of it, there is little sign 
that the drive for higher wages 
will be slowed down. In our own 
industry, we are told that we can 
look forward next year to de- 
mands for “the biggest wage in- 
crease in the history of the Union, 
a shorter work week with in- 
creased take-home pay, and more 
for pensions, more for insurance, 
hospital and surgical befiefits, and 
more suppleméntafy Unemploy- 
ment pay.” 

All this is demanded on top of 
a contract that has provided a two 
and one half per cent automatic 
wage increase each year, plus cost- 
of-living escalation. The annual 
improvement factor and cost-of- 
living escalation were originally 
introduced to make possible a 
long-term contract. Such con- 
tracts, of course, automatically 
translate. cost-of-living increases 
into higher wages. 

There is a strong body of re- 
sponsible economic opinion which 
holds that these increases in them- 
selves may be inflationary, but 
certainly additional wage and 
benefit increases are clearly and 
indisputably inflationary. 


Primarily Due to Wages 


In gur industry, and in many 
others, the prime moving force for 
inflation is the demand for higher 
wages backed up by the power of 
the unions. 


The power of the unions rests 
upon the monopoly control of 
labor supply and upon various 


special privileges and immunities, 
placing labor above or, if you pre- 
fer, outside the law. Incidentally, 
you will find an excellent sum- 
mary of this subject in the pam- 
phlet, “Legal Immunities of Labor 
Unions,” by Roscoe Pound, former 
dean of Harvard University Law 
School, published by the American 
Enterprise Association. These spe- 
cial privileges accorded organ- 
ized labor represent the swing of 
the pendulum to compensate for 
the weak position of the individ- 
ual industrial wage earner vis-a- 
vis the corporate employer. But 
the pendulum has swung too far, 
permitting unions to develop enor- 
mous monopoly power and allow- 
ing them behavior that is illegal 
for ordinary citizens or corpora- 
tions. Labor unions have move? 
into the position of dominant po- 
litical power that so often arro- 
gates to itself special privileges, 
especially in the early stages of 
its ascendancy. 

Because labor is subject to so 
few effective legal restraints, there 
has been much corruption in labor 
affairs and the use of violent 
means to enforce labor demands. 
Such abuses the public can under- 
stand, and in time, the public will 


the means of correcting them—the 
government — should come under 
the control of the corrupfers. 


Market-Wide Labor Power 


The consequences of market- 
wide labor monopoly are not so 
cbvious and are not generally un- 
derstood by the public. But these 
consequences are, in my opinion, 
much more to be feared because 
they will lead ultimately, if not 
checked, to inflation, to price con- 
trol and finally to disintegration 
of the private enterprise system. 


The monopoly power of labor 
unions is not likely to be exercised 
with restraint or discretion be- 
cause of the traditions of militant, 
organized labor — always striving 
for higher and higher wages and 
more and more benefits. Labor 
leaders, moreover, must be poli- 
tictans, and he who promises and 
gets the most for his constituents 
it likely to go farthest. 


Some say it is the responsibility 
of business to contain the demands 
of labor. This will not be possible 
until the excessive power of labor 
is reduced. 


The most desirable solution to 
the labor monopoly problem and 
wage inflation will, I believe, be 
found in the development of anti- 
monopoly laws comparable to 
those that govern business. These 
anti-monopoly laws should not be 
based on some abstract concept 
requiring the maximum competi- 
tion of workers for jobs, but 
rather on a concept of workable 
competition that will prevent a 
single union from dominating and 
dictating the wage terms in an 
industry. ’ 

One other line of action will be 
necessary — limitation on political 
activities of labor unions and of 
organizations interlocking with 
them. 


Wage inflation is a public prob- 
lem of first magnitude. It is not a 
simple problem; nor are the 
precise solutions to it easy to 
specify. 

This is a field in which disin- 
terested, competent scholars can 
make important contributions. 
They can ascertain and publish the 
facts regarding wage demands — 
and the power of the unions to en- 
force them. They can appraise the 
importance of wage demands in 
price inflation. They can offer 
suggestions for solving the prob- 
lem of wages outstripping produc- 
tivity and thus pushing up prices. 
They can appraise the political 
activities of unions designed to 
buttress their monopoly power 
and their legal immunities. 


Return to Free Market 
Freedom for the individual de- 
pends on the distribution and dis- 
sipation of power. Our forefathers 
took great care to distribute polit- 
ical powers among tne Cities, wie 
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states, and the federal government. 
In the federal government, a sys- 
tem of checks and balances was 
established among the executive, 
legislative and judicial branches. 

It is not so commonly under- 
stood how. the free, competitive 
market dissipates power. Such a 
market regulates the flow of 
money and the production of goods 
and services without intervention 
by personal power. To be effec- 
tive, such markets must not be 
dominated by monopoly, Those 
who offer goods and services in 
such markets must be subject to 
competitive pressures that limit 
their opportunities to raise prices 
and wages. 

The monopolistic power of labor 
unions threatens the operation of 
the free market system. In so do- 
ing, it threatens our personal free- 
doms. That is why I list Wage 
Inflation as Public Enemy No. 1. 


Ciuett Director of 
Harriman Ripley 


W. Scott Cluett, Vice-President 
of Harriman Ripley & Co. In- 
corporated, 63 Wall Street, New 


’ 





W. Scott Cluett 


York City, has been elected a di- 
rector of the company, it has been 
announced. Mr. Cluett has spent 
his entire business career with 
Harriman Ripley since he was 
graduated from Williams College 
in 1935, 


H. A. Kuffler Pariner 
In David Greene Go. 


Announcement is made by the 
New York Stock Exchange firm 
of David J. Greene & Co., 72 Wall 
Street, New York City, that Harry 
A. Kuffler has been admitted to 
General Partnership and will be 
in charge of Client Relations, 

Mr. Kuffler for the past 14 
years was Manager of the mid- 
town office of Herzfeld & Stern. 


Joins Sutro Staff 


(Special to THe FrnaNncraL CHRONICLE) 
HAYWARD, Calif. — Frederick 
E. Smith has joined the staff of 
Sutro & Co., 1079 B Street. 
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announcement is not an offer of securities 


300,000 Shares of Common Stock 


(Par Value 10¢ per share) 


Copies of the Offering Circular may be obtained from 


KESSELMAN & CO... INC. 
WHitehall 4-9232 


79 Wall Street, New York 5, N. Y. 


Please send Offering Circular on Strato-Missiles, Ine. 
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Recouping Market Share Is 
Banking’s Great Challenge 


By ALEXANDER B. ADAMS* 


Vice-President, Mellon National Bank & Trust Company, 
Pittsburgh, Pennsylvania 


Bank advertising-marketing executive perceives unawareness 
that post Worid War II rising profits are due to general pros- 
perity which masks the fact that “banks have not kept pace 
with the growth of the market for financial services.” The 
future can look bright, Mr. Adams asserts, if bankers under- 
stand the changing inconsistent buying habits of redistributed 
upward income consumers, and know how to challenge and 
compete for uncommitted new spending power. Suggests: (1) 
new business marketing techniques and sharper division of 
commercial and consumer banking; (2) new legislation to 
further regulate financial competitors; (3) making services 


self-paying, and (4) emphasis 


The past eleven years—since the 
close of World War II—have made 
up one of the most exciting peri- 
ods in American economic history. 
For during 
this short time, 
we have seen 
the successful 
conversion of 
unparalleled 
wartime pro- 
duction into 
the fulfillment 
of peacetime 
needs; we have 
observed an 
unprecedent- 
ed growth in 
our national 
economy; and 
we have wit- 
nessed the 
most dramatic redistribution of 
personal income that has ever 
taken place, unaccompanied by 
the impelling force of an armed 
revolution. 


But, in any period of sudden 
change, certain segments of the 
economy do not fare as well as 
others. My purpose is to examine 
the current position of the bank- 
ing business. Have we prospered 
as much as we should have from 
the growth of the national econ- 
omy? And, if not, why not? 

Looking at our balance sheets 
and statements of condition, we 
find every reason for satisfaction. 
Our total footings and our profits 
have been growing from year to 
year, but growth of this sort can- 
not be interpreted intelligently 
until it is related to something 
else. For during the period that 
we are talking about, almost 
everything in the business world 
has grown. Population is up, in- 
come is up, business activity is up, 
and dollar volume—which, after 
all, is the unit by which a bank 
measures its business—is up. So 
the fact that we have grown dur- 
ing this period has little signif- 
icance in itself. We should have 
grown. But the big question is: 
How much? And that is followed 
by a second question: What are 
the reasons for our comparative 
successes and failures? 


First, let’s search for a suitable 
yardstick by which our growth 
can be measured. There are a 
number of these that might be 
used, but the one that I have 
selected — which is our share of 
the total assets of certain financial 
institutions—has, I think, several 
distinct advantages. It is simple 
and does not require the weight- 
ing of numerous economic factors, 
and the statistics on which it is 
based are readily available and 
easily kept current. It also has 
one distinct disadvantage — the 
fact that it deals with only one 
sector of our economy, and so it 
does not indicate whether the 
business of financial service as 
a whole is doing well or not. 


Banks Are Losing Out 
These figures inaicaic wat in 


Alexanager &. Auams 


*An address by Mr. Adams before the 
Mellon National Bank & Trust Co.’s Cor- 
respondent Bank Conference, Oct. 3, 1957, 
Pittsburgh. 


on managerial responsibilities. 


spite of our rapid growth, we are 
not doing so well as might have 
been expected. For in 1952; our 
share of the total assets of these 
combined institutions amount to 
61.1% of the total; but in 1956, it 
amounts to only 55.8%. Every one 
of the other institutions has been 
growing during this period at the 
expense of the banks, and this 
trend has existed since 1946. These 
figures clearly indicate the answer 
to the first of the two questions 
that we are trying to answer: In 
spite of their prosperity, banks 
have not kept pace with the 
growth of the market for finan- 
cial service; and their share of 
that market has been constantly 
diminishing. In searching for the 
answer, let’s take a general look 
at some aspects of the American 
economy, particularly those deal- 
ing with the consumer, who today 
represents such a large market for 
other goods and services. 


The number of households, for 
example, has increased from 43,- 
600,000 in 1950 to 48,800,000 in 
1957 with a further expected in- 
crease to 56,000,000 in 1965. This 
is a quantitative—not a qualitative 
—measure, but it does indicate the 
additional number of individual 
units that should be using bank 
services today. From this one 
source alone, an increase of 11% 
over the past six years is in- 
dicated, if everything else is 
equal. But everything else is not 
equal, for the pattern of indi- 
vidual income _ distribution is 
changing radically. 


Not Gaining Added Income 


My next study shows wuat nap- 
pened during the period from 1952 
to 1955. In 1952, 46% of the spend- 
ing units had incomes under $3,- 
000; 33% were in the bracket be- 
tween $3,000 and $5,000; 18% were 
between $5,000 and $10,000; with 
3% enjoying incomes of more 
than $10,000. Now, look at what 
has happened. The under-$3,000 
group has shown a_ substantial 
drop to 37%. The $3,000 to $5,000 
group has dropped somewhat to 
31%, while there has been an up- 
ward surge in the $5,000 to $10,000 
group, who now comprise 27% of 
the population. This surge, inci- 
dentally, is part of a long-range 
trend that has been continuing for 
some years; and to us in the bank- 
ing business, it gives added signif- 
icance to the figures on the num- 
ber of households we looked at 
earlier. For it means among these 
households we have now 59% 
more with minimun incomes of 
$5,000. Thus, if we were getting 
our share of the market, we should 
have had substanital gains just 
from two factors: Growth of pop- 
ulation, and redistribution of in- 
come. The fact that we are not 
getting our share indicates that 
these new families with increased 
income are not turning to the 
banks in the numbers that they 
should be. For the answer to this 
problem, let’s take a look at the 
American consumer. Until fairly 
recently, the consumer had not 
received much attention from 
economists. Other factors were 
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generally given greater considera- 
tion in all economic studies, but 
there has been a steadily increas- 
ing realization that the consumer 
is an important man from an eco- 
nomic point of view. Consequently, 
we are getting more and more 
statistics about his actions and are 
beginning to learn a little more 
about how he acts. So let’s take a 
closer look at him. He is—one of 
the richest men in the world. 
Since 1952, his income — after 
taxes—has jumped 21%. But he 
has not maintained all his pur- 
chases in this same proportion. In- 
stead, some have been drastically 
increased and some, drastically 
reduced. Economists once believed 
that—with the exception of cer- 
tain basic items in which a point 
of marginal consumption could be 
quickly reached — expenditures 
tended to stay at the same propor- 
tions. Our increasing knowledge 
of the consumer indicates that this 
is not true. So I would like to 
examine this phenomenon more 
closely, to show what may happen 
during a period of rising income, 
and explain how this is affecting 
the banking business. 


First, let’s see how quickly pro- 
portionate expenditures can 
change. 


Examines Consumer Spending 


The American consumer — in 
1956—spent a smaller portion of 
his income on tobacco than he did 
in 1952, 7% to be exact. This 
might easily be blamed on the 
cancer scare which certainly, 
among some groups of people, re- 
duced the desire to smoke. But 
his proportionate consumption of 
liquor—which was unaffected by 
any s scare — dropped even 
further—11% to be exact. There 
is certainly no way of explaining 
this, except perhaps that it indi- 
cates a trend toward more serious 
living. But if it does, then why 
is he spending a whopping 16% 
more on items of personal care, 
such as_ shoe. shines, haircuts, 
toothpaste, shaving lotion and 
hair-dos for his wife. 

Or again in 1956, he spent pro- 
portionately less on food. The 
argument that food is a matter 
of limited consumption does not, 
incidentally, hold true. For while 
it is certain that a family can only 
eat a specific amount of food— 
and no more—they can always eat 
more expensive food by merely 
ungrading their diet. But obvi- 
ously food is less important pro- 
portionately to the 1956 consumer. 


Higher Spending 
On the other hanua, he was 
spending 6% more on the appli- 
ances with which to cook his food. 
This is quite a healthy increase, 
and another example of how 
whimsical he can be. 


His expenditures on housing 
were also up 6% proportionately. 
On the other hand, his expendi- 
tures on furniture—with which to 
furnish this housing—were down 
2%. Clearly, he is following no 
logical pattern here, and the hous- 
ing industry has shown substantial 
over-all gains at the expense of 
the furniture business. None of 
them, however, did as well as the 
automobile industry, which in- 
creased its proportion by a whop- 
ping 22%. This represented the 
results of one of the most inten- 
sive sales campaigns in American 
merchandising history—a cam- 
paign that was good for the au- 
tomotive business and related 
industries, but hard on _ public 
transportation. Local public trans- 
portation dropped 20%, and inter- 
city transportation dropped 14%. 
The airlines are the one saving 
element in inter-city transporta- 
tion, for thev showed a substantial 
gain during this period. One factor 
that cannot be ignored in studying 
this trend in expenditures on 
transportation is the element of 
prestige that, by virtue of its 
merchandising, the automotive in- 
dustry has attached to the owner- 
ship of cars. There is no prestige 


in traveling by train. There is a 
great deal of prestige in owning 
certain types of cars. 

Recreation, which includes tele- 
vision, has only risen a small 1%, 
which is certainly surprising. On 
the other hand, education has 
gone up 26%. 

I have cited these figures to 
substantiate the theory that the 
pattern of buying habits can 
change quickly. This underlines 
the need for constant merchan- 
dising if banks—or any other type 
of seller—desire to maintain our 
share of the market. There are 
very clear reasons for these 
changes in buying habits, and I 
would like to discuss them with 
you, 

Buying Habits 

They center around the fact that 
any additional income arising 
from a wage increase—is, for a 
short time, marginal in nature. 
It is in excess of anything that 
they have had before and is there- 
fore uncommitted. 

So, for a little while, the family 
has freedom of choice in the use 
of this money. They may buy 
more expensive food, get a second 
car, join a country club, or do 
anything else that they want and 
the pattern they follow may not 
be the same as their previous one. 
The alert merchandiser, therefore, 
will make certain that his product 
or service is before them at that 
particular time, so that the change 
in buying pattern is made in his 
direction. While we have less in- 
formation on the consumer’s use 
of financial services than other 
espects of his buying habits, we 
can still get a rough idea of what 
is happening. 


Lower Savings’ Share 


Our first step is to look at the 
financial business as a whole, and 
here We immediately come across 
an alarming fact. Savings—pro- 
portionately—are down. This is 
contrary to an earlier economic 
theory that held that there was a 
marginal propensity to consume 
and that savings tended to rise as 
income rose. Instead, we find that 
the American consumer is insati- 
able and that savings—from the 
merchandising point of view — 
have to be regarded as in com- 
petition with consumption. In 
other words, they have to be sold 
to the consumer. But the picture 
grows worse, as we look at buying 
trends in the savings market. 


Not only has the market as a 
whole failed to keep pace with 
the economy, but the consumer’s 
buying pattern has changed, so 
that the banks’ share of the mar- 
ket has dropped from 20.7% to 
20.2%. Postal savings and U. S. 
Savings bonds have also fared 
poorly, but everyone else in the 
business has increased their share. 


A change in buying habits has 
also taken place in the mortgage 
market. The American consumer 
is spending more of his income on 
housing, but the commercial 
banks’ share of the mortgage mar- 
ket has dropped from 24.4% in 
1952 to 20.4% in 1956. Again, we 
have failed to reach the consumer 
at the time that his financial 
habits were changing. 

Now, let’s take a look at the 
market for instalment credit. 


Lower Consumer Credit Share 


Here, again, our share of the 
market has decreased. We have 
dropped from 38.7% in 1952 to 
37.0% in 1956. The retail stores 
have also shown substantial losses 
in this type of business, but almost 
everyone else has had gains. This 
indicates that in this part of the 
business, too, we are not doing as 
well as we might. Obviously, the 
banks are not keeping pace with 
the growth of the market for 
financial services, and probably 
one important reason is their 
failure to make headway with the 
new American consumer. 


This situation indicates, I think, 
that the banking business may be 
approaching a period of somewhat 


difficult adjustment before it re- 
gains its share of the market. In 
other businesses, trends such as 
those we have been looking at 
today have almost always been 
the signal of greater problems 
ahead. But for a number of rea- 
sons, this general rule may not 
apply in the case of banking. One 
of these reasons is the unique 
position that our business occu- 
pies in the economy, where it 
serves as a pivot on which so 
much else turns. The other reason 
is the resiliency of attitude that 
bankers are currently showing. 
But I think it is fair to say that, 
if we do recoup our share of the 
market, we will witness many 
changes in our business during 
the next 10 to 20 years; and, since 
I am willing to live dangerously, 
I will venture to predict what 
these changes will be. 


Four Suggested Changes 


They will fall, I think, into four 
general categories. The first will 
be a wide-scale adaption of pres- 
ent-day marketing techniques to 
the business of banking. These 
techniques, which are being used 
more and more by other indus- 
tries, include such things as mar- 
ket and motivation research, ad- 
vertising, sales training, and prod- 
uct development. Briefly stated, 
their aims are these: To find out 
what the customer wants, to de- 
velop it for him, and then to let 
him know you have it for sale. 
With these objectives is coupled 
an awareness of the impact and 
potential of each marketing step 
on the economy of the business. 


This “marketing concept”—as it 
is known in other businesses— 
would represent a novel approach 
to the sale of bank services; but 
I believe it is the principal means 
by which the banks will regain 
their dominance of the consumer 
market. However, its use im bank- 
ing will present certain problems, 
largely because of the overhead 
involved. Working in relatively 
small business units, many banks 
will undoubtedly find that they 
are not able to absorb the neces- 
sary cost. This problem, I think, 
will be solved by increasing reli- 
ance on such organizations as the 
ABA and the FPRA, all of which 
are equipped to offer assistance 
to the individual bank. I also 
think that service of this sort 
may be one of the major activities 
of correspondent banks in the 
future. 


Along with this change will 
come another one — a sharper 
division in the larger banks be- 
tween the commercial banking 
function and the consumer bank- 
ing function. They will become 
more nearly equal in prestige and 
importance, and the application of 
the “marketing concept” will be 
applied to larger and iarger ac- 
counts. The division between the 
two fields will eventually parallel 
quite closely the relationship be- 
tween the industrial and consum- 
er divisions of some of our large 
manufacturing companies, 


Legislation 


My second prediction lies in the 
field of legislative restrictions. 
These, I believe, will have to be 
broadened to include banking’s 
competitors in the sale of finan- 
cial services. We are today one of 
the most highly regulated busi- 
nesses in America, but many of 
these regulations do not apply to 
cur principal competitors, who are 
free to enter our most profitable 
fields of business without being 
handicapped by the restrictions 
with which we must contend. 


Some economists will disagree 
with this point on the ground that 
the restrictions on banking are 
based on the unique position that 
the industry occupies in the econ- 
omy. This may be true, but it in- 
volves looking at the problem 
from only one side—the general 
economic function of banks. From 
the other side—banking as an im- 
portant business—it becomes ob- 
vious that such broadening of leg- 
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islation may well become imper- 
ative in the next 10 or 20 years. 


On the other hand, the attain- 
ment of this objective means that 
bankers will have to forego the 
use of legislation as an excuse for 
not doing what they did not want 
to do anyway. Future legislation 
in the field of banking will have 
to be based solely on the welfare 
of the whole economic structure, 
but the results for banking will 
be fairer competitive conditions 
between them and other sellers 
of financial service. 

My third prediction concerns 
the development of new services 
and the charges that will be made 
for performing them. In recent 
years, we have witnessed a fairly 
rapid growth in the number of 
services that most banks are pre- 
pared to offer. Instalment loans 
are, perhaps, the most spectacular 
and the best known, but many 
others come to mind like account 
reconciliation plans and savings 
plans like our own Thrifti-Save 
Accounts. All of these seem to 
answer the public’s growing needs 
and desires, and they carry outa 
useful function in helping the 
public with its financial affairs. 
Extra services like these will 
therefore become more and more 
common, and banks will be spend- 
ing considerable time in the de- 
velopment of new ones. In fact, 
we have only made a start in this 


direction at the present time: and - 


I believe that you and I will see 
the growth of many useful and 
helpful services within the next 
10 or 20 years. 


Self-Paying Services 


Their development, however, 
will be dependent on the willing- 
ness of the banks to charge for 
them. You will notice that I did 
not say “on the willingness of the 
public to pay for them.” I think 
that the public is willing to pay 
fer anything it likes, and I think 
that it will like these new serv- 


ices. But we bankers are so ac- 
customed to earning our profits 
on loans and investments that we 
shy away trom direct charges. 
But loans and investments will 
not cover the costs of these new 


services, nor will they—in many 
instances—cover the costs of serv- 
ices we are presently oifering 
We are one of the few industries 
in which the entire profit is con- 
centrated so heavily in one or two 
functions, and I think that this 
situation will be changed. 

In passing you might be inter- 
ested in knowing that in 1952 the 
amount paid out by the public for 


brokerage fees and investment 
advice exactly equalled the 
amount paid out to banks for 


service charges, safe-deposit box 
rentals, and trust services. But 
that relationship no longer exists. 
Both expenditures have acceler- 
ated, but while payments to banks 
have gone up only 51%, payments 
to brokers and investment coun- 
cillors have increased 122% dur- 
ing the same period. This, I think, 
illustrates that people are willing 
to pay for financial service, if we 
are willing to charge them. And 
charge them, we must, if we are 
to maintain the type of service 
they want—particularly if inter- 
est rates should decline 

My fourth prediction concerns 
the relationship of the credit func- 
tion to other aspects of bank man- 
agement. There will be no de- 
emphasis of the credit function, 
but there will be increasing im- 
portance attached to the other re- 
sponsibilities of management. Big- 
ger units of employment, for ex- 
ample, will enlarge the stature of 
the personnel function. The adap- 
tion of the “marketing concept” 
will stimulate the need for mar- 
keting experts. And the introduc- 
tion of new services will require 
planners who can develop them. 
(And, in passing, the offering of 
advi¢e by these experts to other 
businesses may become one of the 
future services of banking.) This 


simply means that in the next 10 
or 20 years the variety of skills 
to be foung 


1a bank will closely 





resemble those to be :found: in 
other lines of business. 


These four changes that I have 
described to you will, I am sure, 
take place; and anything we can 
do to hasten them will benefit our 
entire industry. They will be the 
means by which banking not only 
regains its original share of the 
market but also takes away addi- 
tions! business from some of its 
competitors. 

For us in the banking business, 
there are brisk times ahead, as the 
competitive battle to sell finan- 


cial services gains headway. And 
I, for one, am looking forward to 
them. They will be exciting; they 
will draw on all our resources of 
imagination and ingenuity; and, 
best of all, I know who is going 
to win in the long run. 








STEEL, with its giant equipment, 
uses Cities Service lubricants in 
ever mounting quantities. The list 
of Cities Service customers reads 
like a “Who’s Who” ef stecl and 
it’s growing all the time. 





MINING is both a cquentit and 


quality user of lubricants. Cities 


Service tailors precision lubricants 
to serve the needs of this basic in- 
dustry. svmbolized here by a view 


of the famous Mesabi [ron Range. 






ROAD BUILDING calls for cnor- 
mous quantities of Cities Servic 
petroleum products —all the way 
from fuels to lubricants to asphalt 
topping. Future demand looms 
larger and larger, as America 
the itest highway 
building program in world history. 
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Oswald & Go. Inc. 
Formed in Cincinnati 


CINCINNATI, Ohio — Oswald 
and Co. Inc., St. Paul Building, 
has been formed as successor to 
the investment business of Smart, 
Clowes and Oswald Inc. The new 
firm will be members of the Cin- 
cinnati Stock Exchange. Its only 
office will be in Cincinnati. 


Officers are George F. Oswald, 
President and Treasurer; Ralph A. 
Westerfield, Vice-President and 
Helen C. Richter, Secretary. 

James P. Walsh, formerly with 
Ratterman & Co., will aiso join 
the new firm’s staff. 


ELECTRIC POWER companics 
use Cities Service Diesel Lubri- 
cating Oil to set low-cost power 
generating records, Proof again of 
the high quality of Cities Service 
Diesel Oils. 
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First California Adds 

(Special to Tue*FinanciaL CHRONICLE) 
SAN FRANCISCO, Calif.— 
James M. Sorenson has become 
affiliated with First ‘California 
Company, 300 Montgomery Street, 
members of the Pacific Coast 
Stock Exchange. Mr. Sorenson in 


the past was Hayward manager 
for Sutro & Co. 


Joseph D. King Joins 
Hornblower & Weeks 


(Special to Tur Frnancrat CHRONICLE) 


ROCKFORD, Ill. — Joseph D. 
King has become associated with 
Hornblower & Weeks, Rockford 


Trust Building. Mr. King, a mem- 
ber of the Chicago Board of 
Trade, was formerly President of 
King, Olson, Surprise & Co. 





MACHINE SHOPS find Cities 
Service Cutting Oils the answer to 
longer tool life and greater pre- 
cision. Cities Service makes a 
complete line of cutting oils for 
every job requirement. 
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B. R. Jones Associated 
With Lehman Brothers 


Lehman Brothers have an- 
nounced that Bert R. Jones has 
become associated with their firm. 
He will make his headquariéers in 


Los Angeles, Calif. 

Mr. Jones was formerly a gen- 
eral partner of Lord, Abbett & 
Co. and prior to that was the 
West Coast manager for Incor- 
porated Investors. He joined 
Mitchum, Tully & Co. and served 
as manager of that firm’s San 
Diego office. During World War 
II, Mr. Jones saw service as a 
Lieutenant Commander in the 
United States Navy. 











Re Be a 


PAPER in many uses requires 
huge quantities of highly refined 
wax and gets the best in Cities 
Service Pacemaker Wax... used 
tor milk cartons, wax paper, straws, 
and dozens of other products. 


Be ahd : 
FARMING is wore and more a 
mechanized industry, and more 
and more an lnportant custome! 


for Cities Service products. Farm- 
ing consumes more petroleum than 
any other industry. 








AVIATION, with its mounting 
requirements of higher octane gas- 
olene and jet fuels, finds Cities 


Service a major supplic r. With its 
ultramodern refinery facilities. 
Cities Service is capable of pro- 


ducing aviation fuel components 


in huge quantities 
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Extending Industrial Growth to 
Latin America, Asia and Africa 


By EUGENE R. BLACK* 
President, International Bank for Reconstruction & Development 


The unrealized importance and neglect of private enterprise 
as an “affirmative good, not a necessary evil” is the lesson 
drawn by world’s international investment banker for govern- 
ments that just tolerate or are hostile to business enterprise. 
Mr. Black urges such governments to take advantage of this 


untapped source of economic 


growth by going out of their 


way to attract private business and investment. To do this, 

he suggests reconsidering state-ownership policies, substituting 

patriotism for fervent nationalism, and placing primary empha- 
sis upon domestic contribution. 


The great industries of this 
country, of Great Britain and of 
Europe have, by and large, been 
built up by private enterprise in 
an environ- 
ment of polit- 
ical and eco- 
nomic free- 
dom. Those 
industries 
have been re- 
markably suc- 
cessful, and 
their contri- 
bution to the 
prosperity and 
the economic 
strength of 
the more ad- 
vanced coun- 
tries have 
been the envy 
of the rest of the world, Why, 
then, isn’t there a very simple 
answer to the problem of promot- 
ing industrialization in the de- 
veloping lands? Just let those 
countries follow the course already 
followed in North America and 
Europe; let them rely on and give 
full scope to private competitive 
enterprise; and then they, too, will 
know the full benefits of modern 
industrial development. 

There is, of course, a funda- 
mental part of the truth in this 
answer. But a truth which may 
seem to us so very obvious is not 
at all obvious to the leaders and 
peoples of a large part of the 
world. They are skeptical of pri- 
vate entrepreneurs and _ invest- 
ment—and particularly of foreign 
private entrepreneurs and invest- 
ment. Sometimes, unfortunately, 
past experience has given them 
reason for such skepticism. 


Eugene R. Biack 


Impatient to See Progress 

They are, in any case, impatient 
to see progress. Impressed by the 
great need for industrialization, 
they feel impelled to take quick 
action to promote it. From a feel- 
ing of urgency, or for other rea- 
sons that seem to them valid and 
compelling, governments feel they 
have no alternative but to found 
industrial ventures of their own 
as state enterprises. 

There are real dilemmas here, 
and they are not going to be solved 
by dogma. I am as impatient with 
those theologians of capitalism 
who preach that private capital 
can meet all the world’s develop- 
ment needs as I am with those 
theologians of socialism who 
preach that only state enterprise 
can satisfy today’s demands. Nev- 
ertheless, I think it can be shown 
that, on any realistic analysis, 
there are vitally important advan- 
tages to be gained in the develop- 
ing countries from the growth of a 
healthy and vigorous private 
sector. 

Above all, there is in the pri- 
vate sector the possibility of call- 
ing forth individual energies that 
cannot be effectively loosed by 
public fiat. The fact that there 
is a variety of initiative and a de- 
centralization of effort means that 
economic life has a breadth and a 
stability it would otherwise lack, 

“An address by Mr. Black before the 
International Industrial Development Con- 
ference, sponsored by Time-Life Inter- 


mational and Stanford Research Institute, 
San Francisco, Oct. 14, 1957. 


and this would also, in my opinion, 
promote the greatest degree of 
stability and freedom in political 
institutions as well. 

The economic welfare of every 
developing country wishing to 
maintain a democratic tradition 
depends importantly, and often 
vitally, upon the growth of a heal- 
thy and vigorous private sector. 
And it also depends with increas- 
ing urgency in many countries 
upon their ability to attract for- 
eign private capital. 

Ever since the end of the Sec- 
ond World War, we have seen an 
unprecedented economic boom. 
Rapid as has been the growth of 
productive capacity in this coun- 
try, it has been even faster in 
Western Europe and in many of 
the less developed countries of the 
world. The world has, in fact, been 
running so fast economically, it 
is now getting short of breath. The 
shortage of capital everywhere, 
and the concurrent presence of in- 
flationary pressures, are the out- 
ward symptoms. Although they 
are encouraging symptoms in the 
sense that they reflect the vigor 
and breadth of our productive 
growth, they are, equally, danger- 
ous symptoms in their threat to 
future progress. 


Primarily Domestic Effort 

It is an oft-repeated truth that 
economic development depends 
primarily on domestic effort, and 
that foreign capital plays, at best, 
a marginal role. Yet the assistance 
provided by foreign capital, if ef- 
fectively employed, can make a 
crucial difference. 

And today, the underdeveloped 
countries have perhaps more need 
for that margin of assistance than 
at any time in the recent past. For 
as development has achieved mo- 
mentum, it has created large new 
demands for capital that are as yet 
unmatched by any comparable in- 
crease in domestic savings. If the 
momentum so dearly gained by 
these countries is not to be lost, 
there must continue to be, over a 
sustained period, a steady growth 
in the amount of foreign invest- 
ment available to them. If that 
momentum is lost, then we will 
find ourselves at a turning point 
in world affairs, because the hu- 
man, economic and political con- 
sequences that will follow are 
likely to be disastrous. 

Where can we find the invest- 
ment that continues to be needed 
for development? A good deal of 
it will come from public sources, 
both national and international. 
Now, I hope and believe that there 
will be some increase in the public 
funds available. But the plain 
political reality is that no increase 
in public funds is likely to come 
close to matching the growth in 
the legitimate capital needs of the 
developing countries. In the long 
run, those countries cannot obtain 
the additional external resources 
they must have unless, in addition 
to attracting public funds, they 
also succeed in attracting sub- 
stantial amounts of new private 
investment from abroad. 


Fortunately, the increase in the 
need tor toreign private invest- 
ment comes at a time when, de- 
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spite the shortage of capital every- 
where, the interest of industrial 
firms in the advanced countries— 
and even of the purely financial 
investors in those countries — in 
venturing abroad has also been in- 
creasing. There has been a re- 
markable change in this respect 
over the past decade. As com- 
munications have quickened, 
awareness of the opportunities of- 
fered by overseas investment and 
operations has grown. The under- 
developed countries no longer 
seem so far away or so unfamiliar 
and the risks of investment in at 
least some of them no longer seem 
so fearsome. Today, it is broadly 
true, I think that the opportunity 
to attract foreign private capital 
is there for those nations which 
have the will and courage to grasp 
it. 

I have spoken of the need to 
attract foreign private capital as 
urgent. But even more urgent for 
the developing countries is the 
need to build up a strong domestic 
private sector—to encourage their 
own entrepreneurs to devote 
their talents, their energies and 
their capital to creation or expan- 
sion of productive enterprise. 


Government Stultification 

The dynamic contribution which 
private business, given proper in- 
centives, can make seems obvious. 
Nevertheless, some governments 
persist in stifling private enter- 
prise by pre-empting whole areas 
of economic activity to themselves, 
or simply by failing to make up 
their minds whether or not to let 
private enterprise do a job it is 
willing to do. These governments 
may be following what seems to 
them the easiest, or the most pop- 
ular course; but they are not, by 
any test of economic realism, act- 
ing in the best interests of their 
development objectives. 

The needs of the underdevel- 
oped countries today put heavy 
demands on governments. Typi- 
cally, these countries lack many 
or all of the basic services which 
underpin modern economic society 
—roads and railroads: irrigation 
system and public health services; 
water power projects and educa- 
tional institutions. The cost of 
these services is enormous and the 
return, where there is a money re- 
turn, is low and spread over a 
great numbers of years. It is not 
often that private entrepreneurs 
can or will undertake these jobs 
today; and where they will not, 
governments must. 

But what government faced 
with these great tasks has the ca- 
pacity, financial and administra- 
tive, to pre-empt the directly pro- 
ductive-sector as well? Democratic 
governments, responsive to popu- 
jar pressures, have rarely suc- 
ceeded in operating directly pro- 
ductive industries, particularly the 
consumer goods industries, with- 
out wasting resources or failing to 
produce what the market really 
wanted. Efficient business opera- 
tion, as no one knows better than 
this group here today, depends 
upon using the various factors of 
production in the most economic 
fashion. Where is the government 
official’s incentive to reduce labor 
costs if that might arouse political 
opposition? Where, indeed, is the 
government official's incentive to 
take the calculated business risk 
involved in introducing new or 
changed products? 


Importance of Profit Motive 


It is not in the nature of dem- 
ocratic governments, however 
well-intentioned, to fashion their 
decisions by the measure of prof- 
itability. Yet I know of no other 
measure which can assure effec- 
tive industrial management. Cer- 
tainly the imposition of more or 
less arbitrarily - planned produc- 
tion goals is not a satisfactory sub- 
stitute. Such goals may provide 
an incentive to the head of a state 
enterprise to produce in the stipu- 


lated quantities, but they do not 
encourage him to cut costs or to 


try to adapt his product to the 
needs and tastes of the consumer. 
It is not without significance that 
the pages of the Russian humor 
magazine, Krokodil, have for years 
lampooned the shoddiness of So- 
viet consumer goods. 


One final point in this connec- 
tion. Modern economic society 
requires a considerable habit of 
saving and a body of people and 
institutions capable of putting sav- 
ings to work productively. It re- 
quires a distribution of economic 
initiative, and therefore of eco- 
nomic power, among a broad 
group instead of its centralization 
in a single political authority. 
How can you achieve these things 
without business leaders willing 
and eager to shoulder responsi- 
bility and to make decisions? 


Given acceptance of what I have 
been urging—an acceptance of the 
need for creating a vital, dynamic 
domestic private enterprise sector 
and for attracting substantial ad- 
ditional foreign private enterprise 
and capital as well—what is neces- 
sary to bring these things about? 

In the long run what is needed 
is an entirely different attitude 
toward the private businessman 
and his function in society. Peo- 
ple must come to accept private 
enterprise, not as a necessary evil, 
but as an affirmative good. Gov- 
ernments must cease just tolerat- 
ing private business: they must 
welcome its contribution and go 
out of their way to attract it. And 
there must be a fundamental re- 
versal of the traditionally hostile 
attitude, by government and peo- 
ples alike, toward the profit 
motive. 

I realize that this is asking for 
a very great deal—that it is sug- 
gesting drastic changes. It will 
take time to persuade people that 
profits are not a measure of a 
man’s morality, but of his effi- 
ciency. It will take time to gain 
acceptance for the importance of 
efficiency among people who have 
never thought in economic terms. 
It will take time to spread under- 
standing of the _ contributions 
which the efficiency of private 
business can make to the whole 
economy. And it will take time 
to loose the enthusiasm and ener- 
gies that can be released in a free 
enterprise system which widely 
offers opportunities and broadly 
shares rewards. 

But there are some things that 
can be done to pave the way now 

~some very important things. 


Should Reconsider 
State-Ownership 

First, governments can recon- 
sider their policies regarding state- 
ownership. It is superfluous to 
tell this audience that private 
businessmen will not risk their 
skills and capital where they have 
any reason to fear that their prop- 
erty may be expropriated by the 
State, or that state enterprises will 
invade their fields of production. 
Domestic investors may continue 
to function because they have no 
alternative, but foreign investors 
will certainly retreat. 

It is true enough that state- 
owned enterprise—although it is 
likely to do so very wastefully— 
can produce more textiles, more 
cement or whatever a government 
may wish to add to production. 
But if the result of this short-run 
gain is to preclude the growth of 
private production in these same 
fields, then the long-run cost will 
be very heavy indeed. Either 
there will be no growth of pro- 
duction at all, or there will be 
more production by the state — 
and more concentration of eco- 
nomic power in the hands of the 
state, and ultimately less freedom 
of all kinds under the state. 


Confused Nationalism 


Second, I suggest that there is 
need for more careful discrimina- 
tion between patriotism and that 


kind of nationalism which finds 
its chief expression in antagonism 


toward the foreigner. There is a 
wealth of difference. Patriotism 
connotes confidence; ultra-nation- 
alism connotes fear. Patriotism 
can play an important role in 
creating the right atmosphere for 
rapid economic growth Ultra- 
nationalism has precisely the op- 
posite effect because of its prej- 
udice against the outsider. 


When, in the name of nation- 
alism, whole areas of economic 
activity are paralyzed in order to 
keep the foreigner out, I wonder 
who is served? What government 
has so much time, so much talent 
and so much capital that it can 
afford to deny itself the develop- 
ment, the foreign exchange and 
the know-how which would come 
from allowing willing, able and 
responsible foreign investors to 
participate in its development 
program? 

The large foreign investors in 
the underdeveloped world today 
are contributing vitally to the de- 
velopment of the countries in 
which they cperate. I refer not 
just to such concrete contributions 
as the royalties and taxes paid, 
the foreign exchange earned, or 
the employment opportunities 
created. Each foreign business 
establishment in which local na- 
tionals are gaining responsible ex 
ecutive positions is helping to 
form the nucleus of an entrepre- 
neurial class of importance far 
beyond the numbers of persons 
involved. These new executives, 
if the climate is propitious, will 
one day go out and form busi- 
nesses of their own which will in 
turn bring more into the entre- 
preneurial ranks. And it is pre- 
cisely by this process that the 
special attitudes and institutions 
reauired for modern industrial 
development become understood 
and accepted. 

No free country in history has 
been able to develop a healthy 
economy and to realize its maxi- 
mum. potentialities without the 
foreigner’s help. To deny him in 
the name of nationalism is in 
reality to deny the changes which 
are necessary to achieve their 
maximum economic growth. Na- 
tionalism in the underdeveloped 
world, like state socialism there, 
is not the wave of the future; 
rather, if, as I believe, these 
countries really aspire to indus- 
trial development within the 
framework of free _ institutions, 
both state socialism and national- 
ism are the very negation of their 
future. 

I know that it is much easier 
to say these things than it is to 
put them into practice in the un- 
derdeveloped countries. The tide 
of prejudice against the business- 
man, and particularly the foreign 
businessman, is too strong to be 
quickly turned. But faint hearts 
will not win this development 
battle. Political courage of a high 
order is needed—courage to do 
the right thing, however unpopu- 
lar. And I might add that, in my 
experience, political courage usu- 
ally pays political dividends in the 
end. 

Challenge to All 

But the cnallenge is not only to 
political leaders. To push for- 
ward industrial development 
poses great challenges business 
leaders of the world as well. It 
is the character of your conduct 
as citizens of the communities in 
which you operate that will 
largely determine whether and 
when the attitude of those com- 
munities toward private business 
will change. It is the extent te 
which you insist on standing on 
your own feet—the extent to 
which you resist the easy snare 
of government paternalism—that 
will largely determine the vigor, 
not only of your own enterprises, 
but of the private industrial sector 
generally. And it is the degree of 
your response to profitable in- 
vestment opportunities where 


they occur in the less developed 
lands that will largely determine 
how far the boundaries of the pri- 














vate sector will be permitted to 
reach 

Your responsibility is a heavy 
one, for if the private entrepre- 
neur does not come forward when 
he is given a fair chance, govern- 
ments will feel compelled to act 
—and who can then blame them? 
Your decisions in this respect, I 
may add, will have an importance 
far beyond the underdeveloped 
countries themselves. For there 
is some erosion of the strength of 
private enterprise everywhere 
whenever there is substantial ex- 
tension of the scope of state en- 
terprise anywhere. 

Let us not make the mistake of 
thinking of these challenges in 
short-run terms. The kinds of 
changes of which I have been 
speaking are too fundamental to 
be accomplished quickly But as 
you carry forward the industrial 
revolution to new economic 
frontiers, you bear with you one 
of the most hopeful messages that 
the leaders of any revolution ever 
had. And if I were transmitting 
that message for you, I would say: 


Proper Atmosphere 


Give us the right atmosphere 
and we will sow towns and cities 
in place of theories and place en- 
terprise and production above 
politics. We will show you how 
to achieve in peace a much fuller 
independence than it is possible 
to win on the battlefield or across 
the negotiating table. Without 
sacrificing the rich spiritual qual- 
ities of your ancient traditions, 
let us show you how to build a 
better material life. We will carry 
forward this historical revolution 
in the way that people every- 
where most long for—the way of 
better living standards; of indi- 
vidual liberty and justice; and 
o£ cooperation among nations in 
the maintenance of peace. 


Keith Funsten on 
Trip to South America 


Keith Funston, President of the 
New York Stock Exchange, will 
fly to South America on Friday, 
Nov. 8, for a month-long speaking 
trip and sur- 
vey of busi- 
ness and eco- 


nomic condi- 
tions. 
He will be 


accompanied 
by Phillip L. 
West, Vice- 
President in 
charge of the 
Exchange’s 
Department of 
Stock List. 

During his 
trip, Mr. Fun- 
ston plans to 
visit leading 
stock exchanges throughout South 
America. 


Mr. Funston scheduled to 
speak in Caracas, Venezuela on 
Nov. 11: in Rio de Janeiro Brazil 
on Nov. 19; in Montevideo, Uru- 
guay on Nov. 25: and in Buenos 
Aires, Argentina on Nov. 29. 





G. Keith Funston 


is 





COMING 
EVENTS 


In Investment Field 








Nev. 13, 1957 (St. Paul, Minn.) 
Twin City Investment Women’s 
Club dinner meeting at Town 
and Country Club. 


Nov. 23, 1957 (Philadelphia, Pa.) 
Investment Traders Association 
of Philadelphia fifth annual 
dinner dance at Germantown 
Cricket Club. 


Dec. 1-6, 1957 (Hellywood Beach. 
Fla.) 
Investment Bankers Association 
Annual Convention at Holly- 
wood Beach Hotel. 


Continued from page 6 
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Is Inflation a Good Thing? 


cal policy and monetary policy be 
coordinated and both directed to- 
ward the primary goals of high 
employment and stable prices. 


The year ahead provides an ex- 
cellent opportunity to test our 
ability to achieve these two goals. 
I have a firm conviction that, if 
federal government spending is 
kept in check and the Federal Re- 
serve maintains its present policy 
of restraint in the months ahead, 
the current rise in the cost of liv- 
ing will be brought to a standstill. 
We should, in my opinion, do any- 
thing in defense spending or eco- 
nomic aid abroad necessary to win 
in the armament and cold war 


contest. But we should have the 
national will to cut down other 
enticing domestic projects in or- 
der to preserve our dollar and our 
stable prosperity. If we lose in 
this field we likely will lose also 
the cold war. 


The credit restraint of the past 
year has given us a catching-up 
period, with productive capacity 
growing up to the tevel of mone- 
tary demand. Because of this pol- 
icy of restraint, I think it prob- 
able that the coming transition 
from inflation to reasonably stable 
consumer prices can be accom- 


plished to the accompaniment of a 
steady growth in employment, in- 


stead of the violent readjustment 
which would inevitably have fol- 
lowed had inflation been allowed 
to run unchecked. 


Inflation is not a good thing; 
it is not a necessary companion to 
prosperity. The goal of our na- 
tional economic policy should be 
to secure both high employment 
and stable consumer prices. This 
goal can be secured if we are will- 
ing to put it to thé:test. 

Inflation can be stopped without 
sacrificing prosperity. 


With First California 
(Special to THe FrnaNcrAL CHRONICLE) 
LOS ANGELES, Calif.—Paul J. 
Stewart is now connected with 
First California Company, 647 
South Spring Street. He was 
formerly with Shaw, Bayliss & 
Co. and Pacific Coast Securities 
Co. 
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Morris Knight V.-P. 
Of Malvern Hill Co. 


The election of Morris Knight 
as a Vice-President of Malvern 
Hill & Co., Inc., underwriters and 
distributors of municipal bonds, 
it has been announced. Mr. Knight 
was formerly with Herbert J, 
Sims & Co. Inc. 


Coburn & Middlebrook 
Add Two to Staff 


(Special to Tue Financia, CHRONICLE) 


WATERBURY, Conn.—Peter J, 
DeMichiel and David W. Davies 
have joined the staff of Coburn & 
Middlebrook, Incorporated, 35 
Leavenworth Street. 





ANNOUNCING THE NEW . 





mails 


DIAMOND GARDNER 


CORPORATION 
a merger of THE DIAMOND MATCH COMPANY and THE GARDNER BOARD AND CARTON CO. 


This merger, completed on October 31, 1957, comes as a natural step in the 


diversification of both companies, with distinct advantages to each. Long 


known as a leading manufacturer of matches, Diamond’s production, today, 
includes lumber and lumber products, many woodenware items, and a wide 
range of molded pulp and paperboard products now accounting for the largest 
percentage of its operations. The company has an unbroken record of quarterly 
dividend payments since its organization 76 years ago... has forest reserves 
of over 376,000 acres... and reported sales in 1956 of $134 million. 


The 57-year-old Gardner Company is a producer of paperboard and cartons 
for more than 1600 important manufacturers and wholesale and retail SS 
merchants. Sales in 1956 were $36 million. For many years much of the paper- "A S339” 
board used to make and. package Diamond matches has been supplied by . 

Gardner. Both companies depend on the same source of raw material—the 
forests. The products of both companies, although entirely different, comple- 








ment each other: Diamond in molded pulp; Gardner in paperboard. SS 
Gardner’s research has been responsible for many pioneering developments; > ~ 
Diamond’s research has made steady progress toward full commercial utiliza- c a 


tion of wood fibers. The new corporation’s able management, specialized 


technicians and sales personnel will contribute materially to its growth. 
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important facts about the new 


DIAMOND GARDNER CORPORATION 


Combined 1956 sales $170 million. 
Combined total assets $141 million. 





Combined working capital $52 million. 


A diversified business—approximately 47% of combined 
production in molded pulp and paperboard, 23% in retail 
yards and stores, 17% in matches and woodenware, 13% in 
lumber production and mill sales. 


11,000 employees in 27 manufacturing plants, 10 sawmills, 
88 retail stores and lumber yards. 


A current $32 million expansion and modernization program. 


A dynamic growth potential in diversified forest products. 7 > 
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DIAMOND GARDNER CORPORATION 








-\ Disposable paper plates, 
plates and cake circles. 


Matches—all 
|} and wooden matches, 


Paperboard—53% 
tons annual capacity is used for 
cartons and folding boxes, the 
remainder sold as paperboard. 


SOME DIAMOND GARDNER PRODUCTS: 


‘‘Foodtainers’’®— molded pulp 
containers for prepackaging 
meat and produce for America’s 
27,000 self-service markets. 


Custom cartons— multi-colored 
packages forover 1600 customers 
in soap, tobacco, food, beverage, 
pharmaceutical and other in- 
dustries. 


Egg cartons—molded pulp and 
paperboard retail containers for 
egg packers, large and small. 


' Retail folding boxes. 


Corrugated shipping containers. 


pie 


types of paper 


Lumber— wholesale and retail. 


*‘Neet-Heet’’®— self-starting 
charcoal briquet packages. 


W oodenware— toothpicks, 
clothespins, ice cream confec- 
tion sticks, etc. 


of 150,000 





Containers for milk and dairy 


>, products, produced by an affili- 


(<5 
«& 


2 ate. 


e 122 East 42nd Street, New York 17, N. Y. 





16 


(2020) 











THE MARKET 


By WALLACE STREETE 


AND YOU 
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DSlu.n iuarsel nopes cen- 
tered on missile issues and 
makers of exotic fuels this 
week while the technical pic- 
ture was still cloudy although 
there seemed to be some sup- 
port building up around the 
425-30 area in the industrial 
average. 


The Market and the Election 
Results 

Election results were taken 
rather calmly, despite the fact 
that Democratic inroads 
aren't normally hailed by the 
market. This year the set- 
backs for the Administration 
were linked with the hopes 
for intensified attention to 
the nation’s missile work and 
built up that much more 
favor for the aircraft issues. 

« a: os 


The broader aspect of the 
market was that many groups 
are still eyed askance, notably 
the rails. Nor is there much 
in the way of high hopes for 
the steels until there are more 
definite signs of an upsurge 
in the automobile business. 
Spotty earnings continue, 
with the pinch on profits still 


pronounced. 
tt: 
The picture isn’t overly 
conducive to any spirited 


market action generally. 
Business forecasters e x pect 
sales and profits to be lower 
next year than this year, the 
important question being by 
just how much. 


Glamor Sheared From 
“Growth” 

What it has done is shear 
the glamor from the “growth” 
aspects that carried individ- 
ual issues ahead so easily 
without any tangible justifi- 


cation. And this, in turn, 
brought new emphasis on 


some of the Canadian issues 
that have a far better chance 
of making important progress 
while the blue chip companies 
in this country are in their 
consolidation phase. 
a He a 

Canadian oils, particularly, 
are in a superior position to 
our firms, since the costs of 
exploration are only about 
half as much. Moreover, their 
oil industry is still in its in- 
fancy. 

*K %* * 

Canadian Homestead Oils, 
for one, is closely allied with 
our Crescent Corp. which has 
about a. fifth of the shares 
outstanding and earlier this 
year sold a_ subsidiary to 
Canadian Homestead. The 
latter is understood to be in- 
terested in acquiring other 
smaller companies to broaden 
its vista. 

Missile Emphasis 
Out of the switch in em- 


phasis in future defense 
spending will undoubtedly 


culle New stress on missiles 
and the companies in the field 
were definitely favored 
among investors even when 
general interest in the mar- 
ket was lagging. The shares 
have been well deflated by 
the stretchouts in the aircraft 
lines without yet feeling any- 
thing akin to unreasoning 
speculation over their missile 
work. 


% * % 
And in the offerings of 
merit locally, the growth 


factor had been shelved and 
the stress was on good yield 
and traditional stability, with 
a bit of culling to find issues 
that: have been ignoring the 
business letdown and are 
ploughing ahead strongly, 
such as Arvin Industries 
which offers a_ better-than- 
average yield and new rec- 
rds in sales and earnings for 
the third quarter when most 
other businesses showed defi- 
nite signs of a slowdown. 
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Arvin didn’t post its record 
by any slim margin, either. 
Its third quarter sales were 
a full 26‘. higher and earn- 
ings 28%¢ above the similar 
period a year ago. Obviously, 
when earnings are jumping 
by such strides, the issue 
automatically is a candidate 
for better dividend action. 


Banks Favored 

Banks also were favored 
since the tight money situa- 
tion that is credited with 
slowing down the business 
boom is an important help to 
bank earnings. In the fore- 
front is Marine Midland, a 
holding company with a 
major interest in 13 banks in 
various communities in New 
York. For the first three 
quarters of this year earnings 
of the parent company were 
up 17‘: and projections in- 
dicate earnings, despite some 
dilution in the shares, of 
around $1.85 against last 
year’s $1.62. And this before 
the time lag can make the full 
effect of the higher interest 
rates apparent on the bank 
company’s earnings. Here, 
again, it is noted that the 
dividend payout has been in- 
creased in 11 of the last dozen 
years and the present $1 pay- 
ment is well covered. 


Drugs Retain Popularity 

Drug stocks generally con- 
tinued in favor and their 
business has been running 
along without the soft spots 
in the general economy. The 
group as a whole has been in 
a more or less steady uptrend 
since 1954 and has yet to 
show any indication that this 
private bull swing is over. 
The shares run the gamut 
from new “wonder” items to 
those prominent in the pro- 
prietary field and from firms 
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that are concentrating on 
.umited wares, as G. D. Searle, 
.o those that cover a broad 
spectrum of drug prepara- 
4ons such as Eli Lilly which 
yoasts a line of no less than 
1,200 different items. 


Rails Sour Performance 
Despite High Yields 

The rail shares were the 
sorry section and already 
have wiped out all the prog- 
ress made from the first half 
of 1954 to the high they 
posted more than a year ago. 
There are some carriers 
where dividend uncertainty 
exists but even in those that 
appear at the moment in posi- 
tion to maintain their pay- 
ments comfortably, yields 
range up to more than 8‘; as 
in Great Northern. Southern 
Pacific, also regarded as 
“safe” dividendwise, is also a 
better -than-8‘> item and 
Chesapeake & Ohio which 
should have little difficulty 
holding to its $4 rate as coal 
hquling keeps it humming, is 
offering around 7!2‘c. 


as ms 


Copper shares, if they 
haven't already hit bottom, 
certainly have had about an 
extremely trying time get- 
ting any market attention 
even in the face of world- 
wide firming in the price of 
the metal. Anaconda, gen- 
erally listed among the “‘cop- 
pers” but an organization that 
is vastly more diversified, has 
been available recently at as 
much as a 92‘. return, 
which reflects more _ pessi- 
mism for the long range than 
seems warranted in such a 
dominant outfit in the metals 
yieture. 

[The views expressed in this 
article do not necessarily at any 
time coincide with those of the 


“Chronicle.” They are presented 
as those of the author only.} 


George S. Miles With 
Macon Smith & Co. 


Macon Smith & Company, con- 
sultants in Corporate Finance an- 
nounce the association with them 
of George S. Miles in charge of 
their investment counsel division. 
The firm maintains offices at 63 
South Main Street, Memphis, and 
292 Madison Avenue, New York 
City. 


Howard Neil Joins 
Goldman, Sachs & Co. 


PHILADELPHIA, Pa. — Gold- 
man, Sachs & Co., investment 
bankers, have announced that 
Howard B. Neal has joined their 
organization to specialize in cor- 
porate financial work with head- 
quarters in the firm’s Philadel- 
phia office, Philadelphia National 
Bank Building. 

Mr. Neal was previously Senior 
Financial Secretary of The Penn 
Mutual Life Insurance Company 
in Philadelphia. 


With Harris, Upham 
(Special to Tue Frnanciat CHRONICLE) 
SAN FRANCISCO, Calif.—Rene 
de Reynier has become associated 
with Harris, Upham & Co., 232 
Montgomery Street. Mr. de Rey- 
nier was formerly with E. F. Hut- 
ton & Company. ' 
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You can imagine what a transi- 
tion, political and economic, that 
we have got to go through to sat- 
isfy the scientists. And to hear 
these gentle- 
men’s state- 
ments about 
the Russian | 
achievements, 7 
we either play | 
ballwiththem 4 
or death 
awaits us. It 
hardly gives a 
man a choice. 

It so hap- 
pens that un- 
der our pri- 
vate enter- 
prise system, 
the employers 
of this country 
have been in the habit of paying 
the best salaries to the employes 
who made the most money for 
them. Sort of a peculiar habit of 
our employers wanting to get a 
return on their money. 

As a young newspaper reporter 
it used to annoy me no end that 
the employes of the advertising 
department got more money than 
I did. The advertising manager 
always got more money than the 
city or managing editor. The an- 
swer was that we men of the news 
department, more often than not, 
worth a dime a dozen, made up 
the vaper: the advertising men 
brought in the coin which, of 
course, paid all of our salaries. 

It was not, however, until the 
depression came that I could ever 
bring myself to believe that the 
advertising department was any- 
thing more than a commercialistic 
appendage of the paver while we 
reporters were all writers and ar- 
tists, with no idea of money values 
or selfish interests. We were dedi- 
cated men. 

Shortly after the depression 
broke and brilliant young writers, 
idealist and the like were walking 
the streets, I began to sense the 
importance of the men who went 
out to bring in the money with 
which we were paid. 

So it is now with the great revo- 
lution which the scientists are de- 
manding, under the gun, so to 
speak, of Sputnik I and Sputnik IT. 
It seems that we in this despised 
capitalistic system have been quite 
willing to pay scientists and to 
nay them well for developing any- 
thing that we could make use 
of. American industry has been 
spending $3 billion a year on sci- 
entific research; the Government 
has been spending another $4 bil- 
lion. We have not been willing to 
pay them for just thinking. 

Dr. Vannevar Bush, one of our 
leading scientists, has been com- 
plaining that the reason the Rus- 
sians developed the two Svutniks 
is because their scientists were 
treated with more dignity. They 
play a more important part of 
Russian secietv. Others of our 
eminent scientists have voiced the 
same complaints. The only con- 
clusion I can get is that they think 
we should devote our newspaper 
rotogravure sections to them in- 
stead of to movie stars. Unaues- 
fionably, this would be more 
worthwhile, except that the roto- 
gravure sections would have an 
awful time selling their wares. 


Carlisle Bargeron . 


Very few of our scientists are 
photogenic. 
Your correspondent has been 


digging around trying to learn iust 
what is sticking in our scientists’ 
craw. Those who are in applied 
science obviously cannot feel that 
they are being neglected in the 
economic scheme. Every June we 
see the representatives of our in- 
dustries haunting the scientific 
and engineering schools, pretty 
much like the football scouts, 


From Washington 
Ahead of the News 


== By CARLISLE BARGERON 
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looking for talent. Only a few 


months ago we saw a cartoon 
in the “New Yorker Magazine” 


whereby at college graduation ex- 
ercises a mother was warning her 
vraduate son not to teil his father 
what he had been oftered by Gen- 
eral Electric because the old man 
would have apoplexy 

But there does seem to be one 
flaw, according to seme critics, in 
our capitalistic economy. The jobs 
that are being offered, the oppor- 
tunities that await young men of 
mathematical minds, come from 
such realistic industries as those 
of aircraft, of IBM, of General 
Electric, of Westinghouse7~ewho 
want the young men to work on 
something useful, something with 
a definite, practieal end in view. 
This is called applied science. 

This is apparently not as our 
leading scientists would have it 
and that is the reason we have got 
to change our economic and po- 
litical set-up. What the scientific 
age is calling for, they say, is 
young scientists who have no idea 
of where they are going but who 
must be encouraged to dream and 
see what they can come up with. 
Manifestly no industry is going to 
pay for this. So the alternative is 
for the Government to do it. 
That’s getting back to the Kings 
and Caesars who took a liking, or 
maybe it was the Queen, to a 
young man and financed him in 
exploits such as the discovery of 
America, or such monkey shines 
as the Russians are accomplishing. 

Our very practical recent Secre- 
tary of Defense, Charles E. Wil- 
con, had a set-to with the so-called 
pure scientists, and characteristi- 
cally ruled that it was not the 
busipess of the Government to fi- 
nance any scientific undertaking 
unless it had a particular and 
worthy object in view. The “lib- 
eraJs” are now heaping abuse upon 
what they call his dull, material- 
istic head. 

But what I can’t see is how any 
of our alleged neglect of pure sci- 
ence brought about the Russian 
development of the Sputniks ahead 
of us. No pure science as such has 
been involved there. Our scien- 
tists have been working on a very 
definite objective and they have 
had plenty of money with which 
to work. If they want to hang their 
heads in mock shame over the Rus- 
sian accomplishment and blame it 
on the niegardliness of our Gov- 
ernment, I think thev are wrong. 
Thev are the ones who have come 
up Jacking, not Eisennower. 


With Walston & Co. 
SAN FRANCISCO, Calif.— 
Frank Nielsen has become af- 
filiated with Walston & Co., Inc., 
265 Montgomery Street. 


FOR 
SALE 


Ten Diebold Rekordesk Safes 
Model 851. Each safe is 72” in 
width, 38” in depth, and 42” 
high. Holds 15,000 5x8 cards 
and 15,000 3x5 cards. Opens 
and closes electrically. 2 Hour 
fire label. Grained walnut fin- 
ish. Please contact C. Chris- 
tiansen, The Dime Savings 
Bank of Brooklyn, 9 DeKalb 
Avenue, Brooklyn 1, N. Y. 
TRiangle 5-3200. 
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Public Utility Securities 
By OWEN ELLY 
Arkansas Louisiana Gas Company 


Arkansas Louisiana Gas serves a population of about one 
million with natural gas in 156 communities in Arkansas, Louisi- 
ana and Texas. Shreveport, Little Rock, El Dorado and Texarkana 
are among the larger cities served. Last year natural gas sales 
contributed 78% of revenues and natural gasoline sales most 
of the remainder. Important industrial sales (including sales of 
gas as boiled fuel to electric utilities) contributed 56% of gas 
revenues, the remainder being 26% residential, 8% commercial 
and 10% to other utilities and public authorities. The company 
last year produced nearly one-fifth of its gas requirements. Pur- 
chased gas cost about llc per mcf. Average selling prices were 
about 53c residential gas, 41c commercial and 18c industrial sales. 


Production is mainly in Louisiana and at the end of last year 
the company had a net interest equal to about 126 gas wells and 
also an interest in 18 oil wells. It owned 10 natural gasoline plants 
and a pipeline system of about 6,700 miles of transmission lines 
and mains, 


The company was formerly controlled by Cities Service Com- 
pany, but in December 1954 the SEC aproved the acquisition of 
5112% of the eommon stock of the company by the W. R. Stephens 
Investment Company. During 1956 and in January 1957 this stock 
was sold to the public with minor exceptions, and it is understood 
that no single stockholder now owns more than 10% of the amount 
outstanding. W. R. Stephens was elected Chairman in Nov. 1956. 

Under the new management the company has continued its 
rapid growth, with a policy of diversifying operation, as reflected 
in the following report for the six months ended June 30, 1957: 











Utility Non-Utility 
Division Division Total 
Net operating revenues before 
ineome ‘taxes. 22.2s cette $5,413,645 $3,391,439 $8,805,084 
Provision for taxes on income__ 2,502,217 1,143,202 3,645,329 
Net operating revenues____ $2,911,518 $2,248,237 $5,159,755 
Other income -....=-......=--.. 145,510 77,420 222,930 
Interest and other charges_--_- 766,905 166,843 933,748 
et ANGINO 4s esse $2,290.123 $2,158,814 $4,448,937 


The company is now moving still further into special fields 
and eventually non-utility earnings should exceed regulated earn- 
ings. The Arkansas Cement Corp., a wholly owned subsidiary, is 
beginning construction of a $12 million cement plant at Foreman, 
Ark. which should be in production by the fourth quarter of 
1958. Raw materials are readily available, and the cement will be 
marketed in six neighboring states. The cement plant will provide 
business for the gas company, firming up the summer loan. Ar- 
kansas Louisiana will also construct a gas-burning electric gen- 
erator with a capacity of nearly 8,000 kw. to supply electricity to 
the cement plant. 

Another :mnportant new venture is the recent acquisition of 
Servel’s air-conditioning division at Evansville, Ind. Some 2,500 
“Sun Valley” units had already been put into service by Servel, 
most of them last year. Early next year the plant will be producing 
at the annual rate of 7,000 units, it is reported, an output of 4,600 
units being the approximate break-even point. Arkansas Louisi- 
ana has lowered tine p.ice on these units about 20% so that they 
can be sold competitively with any similar central unit. The man- 
agement is confident that with production on an even schedule 
and with more efficient manufacturing methods, they can make 
a success of the enterprise. In fact a future production schedule of 
20,000 units a year is being studied. 

While gas reserves were formerly declining in relation to 
output, the company is now trying to reverse this trend. At the 
beginning of 1957 the company had about 3.3 trillion cf. of recover- 
able gas reserves (of which nearly one-fifth was owned by the 
company) equivalent to about 15 times the rate of withdrawal. 
During 1957 some 31 wells have been completed by the Exploration 
and Production Division. An important gas-condensate well was 
brought in recently in Ouachita Parish of Louisiana, which is ex- 
pected to open up a new field. Total gas reserves under this 
discovery well are estimated at 55 billion cf., with liquid reserves 
of five million barrels. Chairman Stephens is hopeful that with 
the development of this new Calhoun Field (near major pipe- 
lines) company-owned reserves will go over the one trillion cf 
mark. The company is also drilling in other areas, including oil 
wells which should contribute to non-utility earnings. There are 
no plans for any spin-off of production properties. 

The company has been encouraged to expand its utility busi- 
ness by the successful outcome of proionged rate proceedings 
involving its large industrial customers in Arkansas. These cus- 
tomers have now signed five-year contracts which generally have 
the effect of establishing an average price of 18c per mcf. compared 
with the previous average of 14c, with an escalation of 2'c effec- 
tive in most cases in July 1, 1958. The Arkansas Public Service 
Commission approved the principle of “fair field price” for com- 
pany-owned gas, and when some difficulties were encountered 
with the state courts the Arkansas General Assembly passed a 
special law last March ratifying the principle. This will permit 
the company to step up its exploration activities and increase 
reserves, as well as to permit rate adjustments to counter increas- 
ing costs of purchased gas. The company is hopeful that smaller 
industrial and commercial rates can be raised, as well as domestic 
and commercial rates in northwestern Louisiana. 

While share earnir~- 4eclired under the Cities Service man- 
agement from 85c in 1948 to 43c in 1954, in 1955 they advanced 
to 97c and in 1956 to $1.56, despite payment of two 10% stock 
dividends in 1955-56. In the nine months ended Sept. 30, earrings 
were $1.24 vs. $1.12 for the same period a year ago, despite the 
warm weather during the heating season, and Chairman Stephens 
has predicted earnings of $1.80 for calendar year 1957. 

Arkansas Louisiana Gas stock has advanced from 6%4 in 1954 
to a 1957 high of 285% on the American Stock Exchange, and has 
recently been sellire arourd 274%. Based on the current cash 
dividend rate of $1.20 the yield is close to 5%. The price-earnings 
ratio is about 13.6 based on estimated $1.80 calendar year earnings. 





Freedom from Drudgery 


By DR. HOWARD G. SCHULTZ 


Assistant Professor of Economics, Xavier University 
Cincinnati, Ohio 


Opposition to labor-saving equipment in this day and age is 

viewed as an anachronism by Professor Schultz who attributes 

its persistency to “abysmal ignorance.” In view of automa- 

tion’s imminence, the Xavier University economist hopes that 

we will recognize the great prospects in store for us and not 

allow a few, or some temporary dislocation and hardship, 
to interfere with its advent. 


It has been a long time since 
the English textile workers 
smashed the machinery in the 
early textile factories under the 
delusion that 
the machines 
were the cause 
of all their 
troubles. How- 
ever,one won- 
ders just how 
much progress 
we have made 
fromthat 
abysmal ig- 
norance when 
he sees work- 
ers sometimes 
still opposing 
the use of 
labor - saving 
equipment, 
For example, the painters have 
consistently opposed the use of 
paint sprayers or rollers while 


first. 


keep her busy? 


not too much different. 


of 


form of increased services. 





Truism 


Howard G. Schultz 


sion of work is based on the 


Have all the labor-saving 
household gadgets so diminished 
the household chores that a house- 
wife cannot find enough work to 
The answer, of 
course, is that the housewife still 
puts in the hours but turns out a 
lot more work in the process. In 
the business world the situation is 
While 
some of the gain from increased 
productivity has been taken 
the form of a shorter work-week 
and higher wages, much of the 
gain has been taken in the form 
more goods and services 
much the same way as the house- 
wife has taken her gain in the 


Of course, this indefinite expan- 


ple economic premise that man’s 
wants are unlimited, a fact which 
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anything which enables us to con- 
sume more goods and services 
should be looked upon as a bless- 
ing. Why should we hold back 
the good of the multitude to pro- 
tect the selfish interests of a few? 
Any dislocation caused by the 
introduction of a_ technological 
development is a short run phe- 
nomenom; in the long run every- 
one will profit from the innova- 
tion, while the majority of the 
population will benefit even in 
the short run. 


Some people may argue that 
these increased goods and services 
will become a glut on the market 
unless there is adequate purchas- 
ing power to buy them. But this 
is an economic problem which 
can, presumably, be solved. After 
all, abundance is an economic 
blessing; scarcity is the curse. 
Probably the solution will be that 
the gains from increased produc- 
tivity will be taken in the form 
of higher wages, shorter working 
hours, more education, earlier re- 
tirement or some combination of 
these benefits. . 


Looking pvackward, does it not 
seem logical that the tremendous 
growth of industrial productivity 
in the United States was largely 
due to our willingness and eager- 
ness to accept technological im- 
provements? Labor has always 
been a relatively scarce factor of 
production in this country. Hence, 
the necessity of efficiently utiliz- 
ing this scarce, and therefore 
costly, factor has greatly spurred 


in 


in 


sim- 


the bricklayers have just as stead- 
fastly opposed the introduction of 
brick-laying machines. 

The advocates of these and any 
other examples of the “spread- 
the-work” fallacy base their rea- 
soning on the erroneous idea that 
at any particular time there is 
only a certain amount of Work to 
be done. If machines are allowed 
to turn out goods at a faster rate 
then some men will consequently 
be unemployed. Therefore, they 
propose to stretch the existing 
work by either opposing new ma- 
chinery and methods altogether or 
restricting their introduction. 


Enough Work Is Never Done 


What these people fail to see is 
the simple fact that the world’s 
work is never done! There is no 
such thing as a fixed amount of 
work but an amount which is in- 
definitely expansible. An idea of 
the indefinite expansibility of 
work can readily be gained if we 
merely observe a private home. 
Look at all the work that could 
be done around the house but 
which never gets done because 
the occupants are too busy doing 
something else. Since there is so 
much work that could be done 
they are forced to concentrate on 
the absolutely necessary tasks 


is stated in every Principles of 
Economics textbook and which is 
so self-evident that no economist 
has even attempted to refute it. 
Therefore, as long as we admit 
that man’s wants are unlimited, 
it must follow that the supply of 
work is indefinitely expansible. 


It is true theé introduction of a 
better machine or an improved 
process in a particular industry 
may cause a temporary disloca- 
tion within that industry. Thus, 
the use of bricklaying machines 
may cause some: unemployment 
among bricklayers. But these un- 
employed bricklayers can, pre- 
sumably, take up some other kind 
of employment. The younger 
workers could probably change 
occupations without too much dif- 
ficulty although the older men 
who had spent their entire lives 
in the bricklaying trade would 
face a severe hardship. 


the introduction of labor-saying 
machinery and processes. Now 
that the era of automation is upon 
us we are on the threshold of a 
vastly increased productivity 
which will make previous achieve- 
ments pale into insignificance. Let 
us hope that everyone will rec- 
ognize the great prospects that 
automation promises all of us in 
the form of more goods and serv- 
ices and meet its introduction 
with enthusiasm. In short, let us 
bury forever that antiquated 
“stretch-the-work”’ bugaboo! 

Let us never forget that the 
laborer’s main interest is in the 
product of his effort and the 
things it will buy rather than in 
the act of working. It is not work 
so'much that we want, as it is the 
results of production and trade. 
Most of us probably would avoid 
work if there were any other way 
to satisfy our wants. 


Boettcher Adds to Staff 


(Special to Tue FINANCIAL CHRONICLE) 


DENVER, Colo.—Alan S. New- 
man has been added to the staff of 
Boettcher and Company, 828 
Seventeenth Street, members of 
the New York Stock Exchange. 
Mr. Newman was formerly with 
Lamson Bros. & Co. in Omaha, 


The Few versus Many 


In spite of such particular hard- 
ships which are bound to occur in 
this and other trades, the economy 
as a whole will benefit because 
more goods and services are being 
produced. After all, our standard 
of living is measured by the 
amount of goods and _ services 
which we consume. Therefore, 








Newport News Shipbuilding and Dry Dock Company 


Quarterly Statement of Billings, Estimated Unbilled Balance 
of Major Contracts and Number of Employees 


Billings during the period: 
Shipbuilding contracts . 
Ship conversions and repairs 


Hydraulic turbines and accessories. . 


Other work and operations 


fas 6 6 


Estimated balance of major contracts 
unbilled at the close of the period . . 


Nine Fiscal Months Ended 
Sept. 23,1957 Sept. 24, 1956 


Three Fiscal Months Ended 
Sept. 23,1957 Sept. 24, 1956 





~ « « « $21,739,441 $14,840,534 $71,995,871 $54,053,199 
— a a 8,027,118 6,685,651 28,300,313 14,306,738 

592,428 464,970 1,593,518 2,457,755 
. . « « 4,708,692 2,396,613 13,381,331 __ 7,599,257 
. 4 «+ $35,067,679 $24,387,768 $115,271,033 $78,416,949 





At September 23, 1957 
$489,659,587 


At September 24, 1956 
$251,277,927 


Equivalent number of employees, on a 


40-hour basis, working during the last 


week of the period . . . . 


12,450 12,146 


The Company reports income from long-term shipbuilding contracts on the percentage-of-completion basis; 
such income for any period will therefore vary from the billings on the contracts. Contract billings and estimated 


unbilled balances are subject 


October 23, 1957 





to possible adjustments resulting from statutory and contractual provisions. 


By Order of the Board of Directors 
R. 1. FLETCHER, Financial Vice President 
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The American Insurance Industry 


And the American Dollar 


By JOHN A. LLOYD* 
President, American Life Convention 


President, The Union Central Life Insurance Company 
Cincinnati, Ohio 


Insurance industry leader labels as a vicious fallacy the theory 

which holds inflation cannot be stopped and that we must, 

therefore, accept it and plan accordingly. Citing indications 

of growing awareness of the menace of inflation, Mr. Lloyd 

states “we owe it to our policyholders” to lead the battle for 
the American dollar. 


One of the healthiest signs in 
the American economic scene is 
the wide public interest in the 
value of the dollar and the popu- 
lar concern 
over the dan- 
ger,of in- 
creased infla- 
tion. Since 
the present 
spiral began 
more than 20 
years ago with 
government 
efforts to 
“prime the 
pump” of in- 
creased buy- 
ing power dur- 
ing the great 
depression, 
conservative 
thinkers have been concerned 
about this problem. But their pro- 
nouncements have not been popu- 
lar and for years any warning on 
this subject was assailed as a 
“Prophesy of Doom” and its au- 
thor pilloried as a “Crepe-Hanging 
Jeremiah.” Meantime the infla- 
tionists marched ever onward to 
the tantalizing music of “Pie in 
the Sky,” more money to spend, 
and “Government Social Security 
for all.” 


John Lloyd 


Business Is Not Guiltless 

Be it remembered, however, 
that business is not guiltless in 
this matter of inflation. The 
happy feel of more money in cir- 
culation has anesthetized some 
segments of the commercial world 
to a point where they have been 
willing to “play footsie’ more 
than a little bit with the deadly 
damsel. When the joyful music of 
the cash register is ringing up 
depreciated dollars, it is ever the 
first movement of a score which 
fate will turn into a dirge. If 
putting an end to inflation costs 
money (and it will) that will be 
the best payment for the most 
valuable results which business 
has ever made. 


Unionism with the sinister de- 
vice of its escalator clauses and its 
frequent unwillingness to be real- 
istic about the responsibilities of 
labor and its relation to the over- 
all economic picture has made its 
contribution to the lethal gasses 
of inflation. Then, too, the cow- 
ardliness of some purely selfish 
politicians has played no little 
part in our fiscal dilemma. Un- 
bridled Government spending and 
the unbalanced or the tenuously 
balanced Government Budget are 
fascinating and _ unscrupulous 
handmaidens of inflationary dis- 
aster. 


It has been most difficult to 
make the public at large under- 
stand the dangers of inflation. It 
is even more difficult (and until 
recently I personally thought it 
to be an impossible task) to make 
them understand the causes of in- 
flation. This past year, however, 
signs have developed which in- 
dicate that at long last the public 
is beginning to understand. The 
Grass Roots revolt against gov- 
ernment spending during the past 
year, while not as effective as we 
would -like to have seen it, was 
a most heartening sign and while 
the economy drive was ‘outwitted 
in great part again by the usual 


*From a talk by Mr. 1'~--4 *-* ~- *Se 
52nd Annual American Life Convention, 
Chicago, Illinois, Oct. 7-11, 1957. 


spendthrift tendencies of a certain 
type of politician there is every 
indication that the people who 
pay the bills are going to demand 
further reduction in spending, a 
real beginning at retiring the 
public debt and at reducing in- 
come taxes. 

Perhaps we have at last begun 
to learn the basic truth that gov- 
ernment money policies are al- 
ways at the root of any nation- 
wide inflation. Private enterprises 
and regional dislocations of labor 
or material sometimes cause 
localized or temporary flurries of 
price increases, but whenever, in 
all history, inflation has occurred 
on a nation-wide scale and the 
value of money depreciates gen- 
erally and dramatically a funda- 
mental and basic cause is always 
to be found in the fiscal policies 
of government. Today we have 
world-wide inflation and the gov- 
ernments of the world must an- 
swer for this universal blight 
upon the fruits of the labor and 
savings of mankind. 


Praises Insurance Efforts 

Our industry is engaged, 
through the Institute of Life In- 
surance, in 2a country-wide ad- 
vertising campaign urging the 
American people to combat infla- 
tion by a re-dedication to the old 
fashioned gospel of thrift. In this 
wholesome and well planned et- 
fort, the Institute and its mem- 
bers are making a major and very 
valuable contribution to the 
struggle to confine prices and 
values within their present boun- 
daries. 

I should like not only to speak 
this word of commendation for 
the Institute’s- program, but to 
urge the widest and most com- 
plete support by all our com- 
panies for this splendid campaign. 

The point of present public 
discussion which seems to me to 
be most important at this stage 
revolves around the all too often 
expressed prophesies by many so- 
called experts that further infla- 
tion is inevitable and that busi- 
ness must accept and prepare for 
it. The theory that inflation can- 
not be stopped, hence we must ac- 
cept it and plan accordingly is as 
vicious a fallacy as the siren song 
of the “Depressed Thirties” that 
“a little inflation is a good thing; 
let’s have some.” 

There are those who insist that 
we will all comedown with Asiatic 
Flu, so we might as well prepare 
to be sick. I am one of those 
stubborn ones who say “No, thank 
you, I don’t care for any” and go 
to my doctor and get inoculated 
against the flu germ. There are 
those who are scared to death. be- 
cause the Soviet Union announces 
that it has perfected a world- 
girdling guided missile and who 
want to appease the ravaging 
Russian Bear on all fronts. My 
old fashioned reaction is for 
America to take courage and to 
make herself so strong that no 
other nation “will dare to invoke 
her wrath.” 

And by the same token I don’t 
believe further inflation is inevi- 
table and I join with those who 
want to fight it out on this line 
and to do it right now. Assum- 
ing that the desire of our people 
to purchase goods for which they 
can pay in a reasonable time is 
sustained, the predicted increase 
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of population alone should create 
sulficient demand to keep the 
country busy and to sustain pro- 
duction at a high level. It is not 
necessary to over-extend credit to 
produce prosperity. I believe we 
can have the prosperity which is 
predicted for the next 20 years 
without having values destroyed 
by needless inflationary trends. 

Furthermore, I cannot avoid 
the conviction that we owe it to 
our policyholders to give addi- 
tional and quite vigorous leader- 
ship to the struggle to conserve 
and maintain values and to 
strengthen the worth of the 
American dollar. I again want to 
see the day when it will “ring 
true on every counter in the 
world” with a value we can count 
on from day to day and from year 
to year. If American consumers 
understand the basic truths un- 
derlying this problem and will 
make their voices heard with a 
properly outraged, intelligent and 
determined roar, the politicians 
will respond. 


Fusz-Schmelzle & Co. 
NYSE Member Firm 


ST. LOUIS, Mo.—Fusz-Schmel- 
zle & Co. was admitted to mem- 
bership in the New York Stock 
Exchange Oct. 31, 1957 accord- 


Firmin D. Fusz, Jr. Albert M. Schmelzle 


ing to an announcement by Albert 
M. Schmelzle, President. Acquisi- 
tion of the membership coincides 
with the twenty-seventh anniver- 
sary of the company. Reynoids 
& Co., a member of the New York 
Stock Exchange, will act as New 
York correspondent. 

Principal offices of Fusz- 
Schmelzle & Co. are in the Boat- 
men’s Bank Building, 314 North 
Broadway in St. Louis. Branch 
offices are located in Alton, Belle- 
ville, Jacksonville, IIL; also 
Cape Girardeau, Mo. Represent- 
atives are located in Breese and 
Nashville, Ill., and DeSoto, Mo. 

Officers of the firm in addition 
to Mr. Schmelzle are: Firmin D. 
Fusz, Jr., Executive Vice-Presi- 
dent; Shelton W. Mozley, Vice- 
President and Sales Manager: 
David M. Bollinger, Secretary- 
Treasurer; L. V. W. Schrader, 
V.-P.; Walter M. Fassel, V.-P.; 
Frank E. Jenger, V.-P.; Eugene T. 
Burns, V.-P.; A. E. Zuschrott, 
V.-P. and Assistant Secretary; E. 
R. Perry, V.-P.; C. B. Keehner, 
V.-P. and H. G. Bradney, V.-P. 

Fusz-Schmelzle & Co. holds 
membership in tne Mid-West 
Stock Exchange, the National As- 
sociation of Security Dealers, and 
the Investment Bankers Associa- 
tion. Multiple private wires con- 
nect St. Louis offices to corre- 
spondent brokerage houses in 
Chicago and New York. 

In addition to their transactions 
as a member firm in the several 
exchanges, Fusz-Schmelzle & Co. 
has been an active underwriter in 
many issues and maintains a 
complete over-the-counter trad- 
ing department. 


Charles G. Colyer 


Charles Greenhalgh Colyer 
passed away Oct. 31 at the age of 
84. Prior to his retirement 18 
years ago he was a partner in 
Colyer, Robinson & Co. of New- 
ark. 











Our Reporter on Governments 


By JOHN T. CHIPPENDALE, JR. 


There appears to be considerable diversity of opinion about 
the immediate course of the money market, with some followers 
putting forth the opinion that very little change is to be expected 
until there is more evidence that the forces of inflation have 
receded further. As against this, there are those who believe 
that the economic situation will continue to deteriorate and the 
policies of the powers that be, will have to be changed soon in 
an effort to prevent a defensive business pattern from getting 
out of hand. 


Switches and swaps continue to provide the bulk of the 
activity in the Government market and there are indications that 
tax operations will hold a good deal of the spotlight for the bal- 
ance of the year. The optional call notes are being well bought, 
not only for investment, but also for those that are interested in 
a temporary haven for funds. 


No Signs of Change in Monetary Policy 


Thus far, no changes are indicated in the policy of the mone- 
tary authorities, according to the latest avattable published statis- 
tics. The weekly Federal Reserve statement shows that the 
powers that be, are keeping the money market as tight as ever, 
with net borrowed reserves of the member banks: still in -the 
high area that has been in vogue for quite awhile. It will most 
likely take time for changes to be made in the existing policies 
of the monetary authorities since it is believed in some quarters 
of the financial district that the evidence concerning the trend 
of the economy will have to be more conclusive than it has been 
so far before major alterations will be made in the tight money 
conditions. 

In spite of the reporis emanating from so-called reliable and 
informed sources, that the pressure will be lessened on the money 
market, utterances by those that are in power seems to indicate 
that the forces of inflation are still being fought. This would 
appear to mean that no immediate and startling changes are to be 
expected in the existing monetary program. Nonetheless, close 
watch must be kept of the available monetary statistics as they 
are put out, because these will give some of the clues as to 
whether or not the powers that be, are meking changes in policy. 


Treasury to Enter Market Shortly 


The Treasury, according to reports, will be in the money 
market again for new cash during the latter part of the month. 
It is believed that the Government will be seeking new money 
in the arnount of about $1 billion in order to tide them over until 
the period when tax revenues are higher. Because of the close- 
ness of the Government debt to the statutory limit of $275 billion 
the impending new money raising venture will not be too large. 
This new effort to raise cash will most likely be part of a larger 
operation, since there is some $10 billicn of Treasury certificates 
which mature on Dec. 1, that will have to be provided for. These 
certificates carry a 3°,% rate. 

Of the $10 billion of the 35s% certilicates that come due on 
Dec. 1, the Federal Reserve Banks own $8 billion, which means 
that any attrition which will be in this refunding will come from 
the $2 billion which sre owned outside of the Central Banking 
System. Officials indicate that the new borrowing as well as 
the refunding issue or issues will carry attractive rates. In the 
interim, meetings will be held between Treasury officials and the 
various investors concerned in order to discuss the best way in 
which to carry out the coming new money and refunding op- 
eration, 


Optional 4% Notes Continue Attractive 


The Government market is still moving in a rather restricted 
range, with reports indicating that switching continues to provide 
a substantial amount of the volume and activitv in these obliga- 
tions. It is evident that much of the money which is being re- 
leased through the sale of selected Treasury obligations is being 
reinvested in the optional 4s. There is no doubt about the attrac- 
tiveness of the optional issues, and the interest which is around 
for the 2 x 4s and 2% »x 5s, is growing. According to some money 
market specialists, considerable funds have been put to work in 
these two securities instead of the equity market. 

The slow reception which was given to the large American 
Telephone bond issue has not had a favorable influence on the 
whole bond market. Nevertheless, competition from non-Gov- 
ernment securities is not improving the position of Treasury bonds. 
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IBA Ohio Valley Group 
E'ect Officers 


COLUMBUS, Ohio—Officers of 
the Ohio Valley Group, Invest- 
ment Bankers Association of 
America, elected at the annual 
meeting in the Fort Hayes Hotel, 
Columbus, Ohio, Oct. 18 and 19, 
are headed by W. L. Lyons of 
W. L. Lyons & Co., Louisville, Ky., 
the new Chairman. 

Serving with him are C. R. 
Richards of Field, Richar?s & Co., 
Cincinnati, First Vice-Chairman; 
Ralph G. Elam of Sweney Cart- 
wright & Co., Columbus, Second 
Vice-Chairman; John H. Stites of 
J. J. B. Hilliard & Co., Louis- 
ville, Secretary-Treasurer; George 
Rinker of The Ohio Company, and 
Jack Nida of Merrill Lynch, 
Pierce, Fenner & Beane, both of 
Columbus; Robert L. Reed of Hill 


Hutton & Co., both of Cincinnati; 
and Milton S. Trost of Stein Bros. 
& Boyce, and Holman R. Wilson 
of the Kentucky Company, both 
of Louisville, members of the 
Executive Committee. 


Dennis E. Murphy, Vice-Presi- 
dent of The Ohio Company, is 
Governor-Elect of the Ohio Valley 
Group. 


Speakers for the two-day meet- 
ing were Gordon Calvert, munic- 
ipal director and assistant general 
counsel, IBA of A, Washington; 
Charles M. Noble, Secretary to the 
Governor of Ohio for highways; 
Dr. John J. Balles, Assistant Vice- 
President and economic advisor 
to the President, Federal Reserve 
Bank, Cleveland. 


Dr. Balles addressed the annual 
dinner meeting on “The Business 
and Credit Outlook.” 
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NEWS ABOUT BANKS 
| AND BANKERS 


CONSOLIDATIONS 
NEW BRANCHES 
NEW OFFICERS, ETC. 
REVISED 
CAPITALIZATIONS 





The appointment of Maxwell 
Kalb as a Vice-President of Man- 
ufacturers Trust Company, New 
York, is announced by Horace C. 
Flanigan, Chairman of the Board. 

Mr. Kalb began his banking ca- 
reer as a Boston Ledger book- 
keeper with the Capitol National 
Bank which merged with Manu- 
facturers Trust Company in 1928. 
He was appointed an Assistant 
Secretary in 1944 and an Assistant 
Vice-President in 1949. 

He has directed the activities 
for the promotion and develop- 
ment of the bank’s retail banking 
services which include Special 
Checking Accounts, Savings.Acr 
counts, Christmas Club, and Reg- 
ister Check—a personal money 
order, which he introduced in its 
present form to New York City 
banking. 

He is Chairman of the bank’s 
branch alteration and _ location 
committee whose function is the 
establishing of new branch offices 
and the modernization of the 
bank’s already established 112 of- 
fices. 

Mr. Kalb is with the Branch 
Administration department lo- 
cated at the bank’s main office, 
55 Broad Street. 

4 2 ¢ 

William G. Racz has been ap- 
pointed a Trust Officer of Chem- 
ical Corn Exchange Bank, New 
York, it was announced on Nov. 1 
by Harold H. Helm, Chairman. 

A former Assistant Manager in 
the Government Bond Depart- 
ment, Mr. Racz transfers to the 
bank’s Investment Division at 30 
Broad Street where he will han- 
dle trust accounts. 


Gordon I. Morison has been ap- 
pointed Auditor of The Bank of 
New York, New York, it was an- 
nounced on Oct. 30 by Albert C. 
Simmonds, Jr., President. 

Mr. Morison joined the bank 
in 1952 and was appointed an As- 
sistant Treasurer in 1956. 


The Merchants National Bank 
of Salem, Salem, Mass., with com- 
mon stock of $250,000; and The 
Warren National Bank of Pea- 
body, Peabody, Mass., with com- 
mon stock of $200,000. merged as 
of the close of business Oct. 18. 
The consolidation was effected 
under the charter of The Mer- 
chants National Bank of Salem 
and under the title Merchants- 
Warren National Bank of Salem. 

At the effective date of consoli- 
dation the consolidated bank will 
have capital stock of $600,000, di- 
vided into 60,000 shares of com- 
mon stock of the par value of $10 
each; surplus of $700,000; and un- 
divided profits of not less than 
$242,310.49. 

2 2 ay 

Hartford National Bank and 
Trust Company, Hartford, Conn., 
increased its common capital stock 
from $10,270,000 to $11,000,000 by 
the sale of new stock effective 
Oct. 21. (Number of shares out- 
standing — 1,100,000 shares, par 
value $10.) 

a Eo 
THE STAMFORD TRUST COMPANY, 
STAMFORD, CONN. 
Oct. 11,°57 June 28,57 
Total resources__.. $71,417,549 $72,578,441 
Deposits _._.--. 65,256,385 66,474,235 
Cash and due from 

SES atdasant>< 
U. S. Government 

security holdings_ 
Loans & discounts. 37,614,417 
Undivided profits.— 985,412 

* * % 

In a joint statement issued Oct. 
31, Elwood F. Kirkman, President 
of The Boardwalk National Bank, 
Atlantic City, N. J., and Robert W. 
Bartlett, President of The Vent- 


6,736,727 
19,135,844 


7,410,839 


18,678,893 
38,228,342 
903,744 


nor City National Bank an- 
nounced plans to merge and con- 
solidate the two bank:. Share- 
holders of each bank will be asked 
to approve the _ consolidation 
which already has the unanimous 
endorsement and approval of both 
boards of directors. The resulting 
banking institution would be 
named The Boardwalk National 
Bank and would operate under a 
National Charter. 

When the merger is completed, 
the Boardwalk National Bank 
will have total resources of over 
$100,000,000 and deposits over 
$95,000,000. The capital structure 
will be almost $7,000,000. 


The Boardwalk National Bank 
was organized in 1907 and The 
Ventnor City National Bank was 
organized in 1912. 

The trained and experienced 
services of all of the officers and 
employees of both institutions will 
be continued by The Boardwalk 
National Bank and the officers 
and employees of The Ventnor 
City National Bank will have and 
enjoy the added fringe benefits 
of The Boardwalk National Bank 
including the funded, trusteed 
pension plan of The Boardwalk 
National Bank which will cover 
all officers and employees of The 
Ventnor Institution. 


The Bartlett, Bew and Bond 
families have figured prominently 
in the Ventnor Bank for many 
years and are now represented by 
Robert Bartlett, Joseph Bartlett 
and George Bond who boast a 
combined record of over 100 years 
in banking in this area. 

All of the directors of The 
Boardwalk National Bank and of 
The Ventnor Bank will serve as 
directors of The Boardwalk Na- 
tional Bank. 

Plans provide that Robert W. 
Bartlett will assume the newly 
created post of Chairman of the 
Board of Directors and Elwood F., 
Kirkman would continue as Pres- 
ident. 


A new-style Christmas Sav- 
ings Plan which will pay regular 
savings account interest to deposi- 
tors has been introduced by Gir- 
ard Trust Corn Exchange Bank, 
Philadelphia, Pa. 

The plan will run for 50 weeks, 
starting anytime up to mid-De- 
cember. Customers may deposit 
$2, $5, $10, $20 or more weekly. 
Those who deposit $5 a week, for 
example by Christmas-time, 1958, 
will have accumulated $250 plus 
interest. Deposits of $10 a week 
will amount to $500 plus interest. 

Geoffrey S. Smith, President of 
Girard Trust Corn Exchange, said 
the bank will pay 242% interest 
on all Christmas Savings accounts 
—the same rate applicable to 
other accounts in the bank’s sav- 
ings department. Christmas Sav- 
ings accounts will enjoy the same 
privileges and will be subject to 
the same regulations as other sav- 
ings accounts. There will be no 
fee for starting an account. De- 
posits and withdrawals both may 
be made by mail, if desired. 

In contrast to most Christmas 
Saving plans, the new Girard plan 
will not automatically close out 
the depositor’s account when 
Christmas arrives. Instead, cus- 
tomers opening Christmas Savings 
Accounts will be supplied with 
special withdrawal slips permit- 
ting the withdrawal of all or 
merely part of the balance. Thus 
the bank hopes that 1958 Christ- 
mas savings may in many cases 
form the basis of permanent fam- 
ily savings. 

fs 

Girard Trust Corn Exchange 

Bank, Philadelphia, Pa. plans to 
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open an office one63rd Street near 
Girard Avenue the latter part of 
November. 

% % % 

By the sale of new stock The 
York National Bank and Trust 
Company, York, Pa., increased its 
common capital stock from $1,- 
J00,000 to $1,250,000 effective Oct. 
23. (Number of shares outstand- 
ing — 125,000 shares, par value 
$10.) 


By a stock dividend The First 
National Exchange Bank of Sid- 
ney, Ohio, increased its common 
capital stock from $150,000 to 
$200,000 and from $200,000 to 
$250,000 by the sale of new stock 
effective Oct. 23 (Number of 
shares outstanding—25,000 shares, 
par value cea 


The common ‘eisinlid stock of 
the First National Bank in Moor- 
head, Minn., was increased from 
$100,000 to $400,000 by the sale of 
new stock effective Oct. 23. 
(Number of shares outstanding— 
4,000 shares, ll value $100.) 


The First National Bank of 
Bradenton, Fla., increased its 
common capital stock from $150,- 
000 to $300,000 by a stock divi- 
dend effective Oct. 24.—(Number 
of shares outstanding — 30,000 
shares, par value are 


By a shocks dividend The Citi- 
zens National Bank in Gastonia, 
N. C., increased its common cap- 
ital stock from $500,000 to $650,- 
000 and from $650,000 to $750,000 
by the sale of new stock effective 
Oct. 24. (Number of shares out- 
standing—75,000 shares, par value 
$10.) 


*& sf: 


Approval was given by the 
shareholders for the merger of the 
Security-First National Bank of 
Los Angeles and the Citizens Na- 
tional Trust Savings Bank of Riv- 
erside, Calif., and Security Trust 
and Savings Bank of San Diego. 
If approved by the Federal and 
State authorities, the merger will 
become effective Nov. 1. Previous 
article appeared in this paper on 
Oct. 3, page 1. 


M. d. Farrell was elected 
Cashier of the United States Na- 
tional Bank of Portland, Oregon 
at the monthly meeting of the 
Bank’s Board of Directors Oct. 25, 
E. C. Sammons, President, an- 
nounced. 


Farrell succeeds Hugh J. Walker, 
who died Oct. 6. 

Prior to his joining U. S. Na- 
tional as a Vice-President in 
January of this year, Farrell was 
with the National Bank examiners 
for 20 years. 

His banking career began with 
the former Washington National 
Bank of Vancouver. 

Since joining U. S. National, he 
has been heading a division of 
branch credits department, 

The National Bank of India 
Limited, London, England, and 
Grindlays Bank Limited, London, 
England, announce that on the 
amalgamation of the two com- 
panies from Jan. 1, 1958 it is the 
intention, subject to the passing 
of the necessary resolution by the 
shareholders in general meeting, 
for the business of the combined 
banks to be carried on in the new 
name of National Overseas and 
Grindlays Bank Limited with its 
Head Office at 26, Bishopsgate, 
London, E.C.2. 

The present London business of 
Grindlays Bank Limited will con- 
tinue to be carried on at 54 Par- 
liament Street, London, S.W.1. 


and 9, Tufton Street, S.W.1. under 
the new name in the same manner 
as at present. 

Branches in: India, Pakistan, 
Ceylon, Burma, Kenya, Tangany- 
ika, Zanzibar, Uganda, Aden, So- 
maliland - Protectorate, Northern 
and Southern Rhodesia. 
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Bank and Insurance Stocks | 


By ARTHUR B. WALLACE 
This Week — Insurance Stocks 


This week there is offered a 
tabulation of fire-casualty insur- 
ance stocks — those that are 
probably most frequently recom- 
mended and traded, which list 
gives the amount of 1956 net earn- 
ings and the amount of ten-year 
average earnings that the inves- 
tor’s money will buy at approxi- 
mately present prices. We have 
used average earnings for the ten 
years ended with 1956; and the 
prices are as of Nov. 30, 1957. 


AMOUNT OF EARNINGS $100 WILL BUY 


1956 10-year 
Earnings Ave. Earn. 


$0.32 $10.55 
4 5.83 
3.79 
10.01 
6.83 
6.62 
6.42 
6.71 
15.50 
8.97 
10.77 
10.88 
10.31 
12.32 
6.86 
9.45 
5.12 
7.39 
13.33 
9.81 
9.70 
Suite 1.97 9.17 
10.37 
8.21 


Actna Insurance 
Agricultural _. 
American of New ark 
Bankers & Shippers 
Boston Insurance 
Continental Insurance 
Federal Insurance ~~. 
Fidelity Phenix  — 
Fire Association pa Ui 
Fireman’s Fund 
F’iremen’s Insurance -_ 
2 | eee 
Great American — 
Hanover Insurance - 
Hartford Fire_._._~- 
Hiome Insurance .. 
Ins. Co. of No. Amer. 
National Fire ._.._. 
National Union — 
New Hampshire 
Northern Tnsurance 
North River —_.- 
Pacific Insurance 
Phoenix Insurance _. 
Providence Washington 
St. Paul Fire & Mar. 
Security Insurance 
Springfield Fire —- 
United States Fire... 


1.57 
9.81 


5.76 
5.75 
5.98 
4.28 


4.83 
6.24 
9.17 
0.47 
5.46 


5.62 


t 
6.98 
13.97 
11.41 
8.37 
9.93 
12.27 
5.92 
6.30 
4.71 
8.61 
8.34 
7.70 
10.43 


Westchester Fire — 

Actna Casualty 5E 
Amer. Re-Insurance . 16. 
American Surety —-- 6.! 
Continental Ci asualty - 6.63 
idelity & Deposit -.- 8.98 
Massachusetts Bonding 14.35 
Seaboard Surety. —- 13.83 
U.S. Fid. & Guaranty 8.75 


*Company showed a loss for 1956. 

tAverage showed a loss. 

This material is not to be inter- 
preted as the final word in de- 
termining comparative values 
among these insurance stocks. A 
number of other factors contrib- 
ute to this determination, under- 
writing profit margin trend in in- 
vestment income, gain in equity, 
the handling of portfolios, types of 
business written, ete. But this ap- 
proach is one of the important 
factors. 

For example, everything else 
being equal, there wouldn't be 
much point to buying the stock of 
a unit that showed a considerable 
amount of ten-year average earn- 
ings, only to establish a trend of 
lower earnings. Using Aetna In- 
surance to illustrate, in the ten 
years ended with 1956, averaged, 
a $100 investment. at Nov. 1, 1957, 
price would show a purchase of 
$10.55 in earnings. A five-year 
average through 1956 would show 
a purchase of $3.76 of earnings; 
1956 showed a purchase of only 
32 cents of earnings. Here is a 
down trend in the amount of 
earnings that the investor’s money 
will buy, and he should take this 
into consideration when he enters 
the market to purchase insurance 
stocks, as earning power is gen- 


erally accepted as the most im- 
portant factor in appraising com- 
mon stock values; and the amount 
of earnings of different companies 


that a given sum of money will 
buy. 

Indeed, if a company shows a 
definite down trend in earnings 
over a period the chances are good 
that it will havé been due to un- 
satisfactory underwriting results, 
as quite generally the trend in 
income from investments is up- 
ward. And we find insurance 
stock prices normally tend to fol- 
low underwriting results more 
closely than they do investment 
operations. 

We see evidence of this now; 
prices of insurance stocks turned 
down when it became clear that 
1956 underwriting results would 
be bad. They declined further 
when there weressigns of apoor 
1957 first half; and now they féel 
the effect not only of a possibly 
record-breaking bad 1957 (atleast 
since 1932), but portfolio erosion 
has also come onto the scene. 

Insurance stock prices continue 
to sag, and again we point out that 
we have to get by the extremely 
bad reports for 1957. Insurance 
accounting being the involved af- 
fair that it is, insurance company 
reports are usually much later 
than corporation reports generally, 
so it is not improbable that the 
buying point may still be some 
months off. 

Certain it is that the stock 
market has hurt portfolio valua- 
tions severely, and this does not 
brighten the outlook. But insur- 
ance stock prices will come back 
one day; our problem is to get as 
close to that time with our. rec- 
ommendations. 


Harris, Upham Begins 
New Fall Lecture Series 


Harris, Upham & Co., 99 Park 
Ave., nationwide investment bro- 
kerage firm with 36 offices coast 
to coast and members of the New 
York Stock Exchange, has an- 
nounced that a new fall series of 
four informal] lecture and discus- 
sion periods on investments and 
the stock market will begin on 
Monday, Nov. 4 at 7:30 p.m. in 
Harris, Upham’s 99 Park Avenue 
offices. 

Conducted on successive Mon- 
days through Nov. 25, the 90- 
minute meetings will treat “The 
Stock Market and How It Oper- 
ates” and “Individual Investment 
Planning” by Mrs. Rose O’Neill, 
registered representative with the 
firm; “Investing for the Future,” 
by Thomas B, Meek, manager of 
the 99 Park Avenue office, and 
“The Value of Research Behind 
All This Planning,” by Percy 
Weeks, senior analyst in the firm’s 
research department, 

Mr. Meek pointed out that “this 
new series, as part of Harris, 
Upham’s national investment edu- 
cation program, is designed to 
bring about a clearer understand- 
ing of market mechanics and the 
selection of securities as they re- 
late to individual needs.” 
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Britain’s Labor Crisis is 
Approaching a Climax 


By PAUL EINZIG 


Dr. Einzig’s analysis of the shortcomings of the British Govern- 
ment’s anti- inflation policies leads him to conclude that 
“nothing short of a miracle could avert the head-on clash with 
the unions.” The Economist approves his government’s firm- 
ness with the railway employees, but finds that this policy is 
discriminatory since there are no firm measures, such as phys- 
ical controls, to prevent wage increases from taking place in 
the manufacturing sector. Decries recourse to U. S. Export- 
Import Bank loan at this time for its encouraging effect on labor. 


LONDON, Eng. — Britain is on 
the eve of a major showdown 
with organized labor. For it now 
appears virtually certain that the 
wage claims 
of the railway 
unions will be 
resisted. This 
at any rate is 
indicated by 
the statements 
made by the 
Chancellor of 
the Excheq- 
uer, Mr. Thor- 
neycroft, dur- 
ing the two 
days’ Econom- 
ic Debate in 
the House of 
Commons at 
the end of 
October, that the Treasury is de- 
termined not to increase financial 
aid to the British Transport Com- 
mission. This means that, should 
the Transport Commission grant 
an increase, it could only finance 
it by making cuts in its manpower 
through elosing down unprofitable 
branch lines or reducing station 
staffs, etc. 


The alternative solution, that of 
increasing passenger fares and 
freight charges, is understood to 
have been ruled out, because the 
last increase of these charges re- 
sulted in a diversion of traffic to 
the road. The position is, there- 
fore, that railway employees are 
likely to strike either because of 
the refusal to increase wages or 
because of large-scale dismissals 
resulting from the economies 
made necessary by an increase of 
their wages. 


Dr. Paul Einzig 


Firmness with Rail Labor Only 

The Government’s firmness in 
this respect meets with general 
approval in the Conservative Par- 
ty and in the business community 
in general. During the period of 
inaction that ended with the in- 
crease of the bank rate in Sep- 
tember, there was growing dis- 
content with the Government’s 
policy or absence of policy. Sev- 
eral Members of Parliament are 
understood to have actually in- 
formed the Government that un- 
less action was taken, they would 
withdraw their support. This, to- 
gether with the rate at which the 
wold reserve was declining, was 
responsible for the stiffening of 
the Government's attitude. 


The attitude towards 
wage demands is, unfortunately, 
the only sphere in which the 
Government appears to be deter- 
mined to stand firm. In other re- 
spects the Government intends to 
adhere to its inadequate formula 
of preventing a further rise in the 
volume of money and hoping for 
the best that this would check 
wage increases. Capital develop- 
ment schemes will not be cut 
down; all that the Government is 
aiming at is to maintain during 
the next two years the total of pub- 
lic investment at £1,500 million a 
year, which is its present figure. 
Since, however, inflation was pro- 
ceeding on the basis of investment 
at that rate during the last year 
or two, there is no reason to sup- 
pose that its maintenance at the 
same figure would produce disin- 
flationary effect. 

Credit restrictions which do not 
@o beyond maintaining the status 


railway 


quo would not prevent industrial 
firms from conceding wage de- 
mands, unless they should come to 
the conclusion that they would 
not be in a position to add the 
higher wages to the prices of their 
goods. It would have been very 
helpful from this point of view 
if the Government had _ fore- 
shadowed some drastic measures 
by which to prevent firms from 
being able to sell their goods at 
higher prices. 

In this respect Mr. Thorney- 
cro{t’s statement on Oct. 29 was 
disappointingly vague. “I believe 
that these measures will work,” 
he said. “We do not intend to let 
them fail. If more is needed more 
will be done. We are by no means 
at the end of our resources, either 
of monetary or fiscal policy, and 
we intend to hold the value of the 
pound.” That is all very well for 
a declaration of principle. But in 
order to impress businessmen and 
trade union leaders the Chancellor 
ought to have specified the meas- 
ures he had in mind. He ought to 
have declared that if the main- 
tenance of the volume of bank 
loans at its present level should 
fail to prevent firms from grant- 
ing credits, the Treasury would 
instruct the banks to reduce the 
maximum below its present level. 
He ought to have foreshadowed 
the possibility of increasing pur- 
chase tax and tightening instal- 
ment credit regulations in order 
to restrict consumer demand. Any 
such announcement would have 
been understood and appreciated. 
It might have produced the de- 
sired effect, and it would obviate 
the necessity for applving those 
measures. 


See Other Wages Going Up 

As it is, the railway employees 
are rightly or wrongly convinced 
that wage increases in manufac- 
turing industry will proceed un- 
abated. They envisage a widening 
of differentials between their 
wages and those of industrial 
workers. For this reason alone 
they are likely to press their de- 
mand for higher wages. 

Yet another respect in which 
the Government is open to criti- 
cism is its amazing lack of under- 
standing of the psychology of the 
British people. Simultaneously 
with the announcement of the 
Goverrment’s firm attitude to- 
wards railway wage claims the 
Treasury borrowed $250 million 
from the Export-Import Bank to 
supplement the gold reserve. It 
represents half of the credit ar- 
ranged previously. 

Having regard to the fact that 
the trend of gold movements has 
turned and that the Treasury was 
gaining gold in October instead 
of continuing to lose, it is difficult 
to see what the object of this 
arrangement was. The evidence 
of such an increase in the gold 
reserve, even though it represents 
borrowed gold, is sure to make it 
more difficult for the Government 
to arouse public opinion to the 
realization of the imperative need 
of stopping the wage _ inflation. 
Even in the absence of this arti- 
ficial and fictitious increase, the 
inflow of gold that is likely to 
take place during the next two 
months as a result of the covering 
of short positions in sterling, 
would make it more difficult to 
induce trade unions te exercise 
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Nadler Doubts Readjustment Will Thwart 
Underlying Strength of Business 


Hanover Bank’s consulting economist comments on the beom’s 
ending and its beneficial consequences for the economy. Dr. 
Nadler notes the concern and apprehension now prevalent but 
directs attention to our underlying, persevering dynamic 
forces which, he finds, ne recession can eliminate. 


self-restraint. This cannot be 
helped. But why, in the name of 
reason and commonsense, the Gov- 
ernment should further weaken 
its chances of avoiding a head-on 
clash with the unions by gen- 
erating unwarranted optimism 
through such artificial increase in 
the gold reserve, is beyond human 
comprehension. 


Bad Psychology 


In another respect, too, the Gov- 
ernment’s attitude is character- 
ized by bad psychology. Mr. 
Thorneycroft categorically re- 
jected the idea of adopting any 
physical controls whatsoever. 
Even if he is right in claiming 
that such controls would not stop 
inflation, the adoption of some of 
the more harmless among them 
might go a long way towards put- 
ting the unions in a more concilia- 
tory frame of mind. The Govern- 
ment could claim to have aban- 
doned the policy of unmitigated 
“free for all” and its moral right 
to demand that the trade unions 
should not unduly exploit their 
strong bargaining position would 
have become much stronger. 


As it is, the Government's ide- 
alogical dogmatism provides an 
excuse for the unions to claim 
that, since the principle of “free 
for all” is upheld in full, it should 
be applied also to organized labor. 
In the circumstances, nothing 
short of a miracle could avert the 
head-on clash with the unions, 


“Financial Follies” 
November 15th 


Books are closed for the 16th 
annual “Financial Follies,” the 
yearly “lampeoning show staged 
by the members of the New York 
Financial Writers’ Association, it 
was announced by Raymond L, 
Hoadley, President. 


Over 1,500 leaders of industry, 
finance and politics will be on 
hand at the Sheraton-Astor Hotel 
on Friday evening, Nov. 15 to “see 
themselves as others see them’’— 
or at least as the financial writers 
suggest they are seen. 


kits and songs are written and 
acted entirely by the members of 
the Financial Writers’ Association. 
As in recent years, the show has 
been directed by Bruce Evans, 
with Les Kramer as script sur- 
geen and Floyd Hynes as director 
of music. 


Among those present will be: 
Edward M. Gadsby, Chairman of 
the Securities and Exchange Com- 
mission; John L. Lewis, President, 
United Mine Workers of America: 
Edward T. McCormick, President, 
American Stock Exchange; J. Sin- 
clair Armstrong, Ass’t Secretary 
of Navy; Eugene R. Black, Presi- 
dent, International Bank for Re- 
construction & Development: Wm. 
McChesney Martin, Chairman, 
Board of Governors, Federal Re- 
serve System; Carmine G. De- 
Sapio, Secretary of State (N.Y.): 
Ogden R. Reid, President & 
Editor, New York “Herald Trib- 
une”; Roger M. Blough, Chairman, 
United States Steel Corporation: 
Alfred Hayes, President, Federal 
Reserve Bank of New York and 
Nelson A. Rockefeller. 


Joins Goodbody Staff 


(Special to Tue Frnancrat CHronicie) 


DETROIT, Mich.—Jack L. Hun- 


ter has become associated with 
Goodbody & Co., Penobscot Build- 
ing. He was formerly with Baker, 
Simonds & Co. 


George R. Kantzler 


George Randolph Kantzler 
passed away Nov. 2 at the age of 
60 following a brief illness. Mr. 
Kantzler was a partner in E. F. 
Hutton & Company. Mr. Kantzler 
was a former member of the New 
York Stock Exchange, and served 
on the Board of Governors. 


The probable decline in business 
activity in the near-term future 
will prove beneficial to the Amer- 
ican economy, Dr. Marcus Nadler, 
consulting 
economist to 
The Hanover 
Bank,declares 
in a report on 
“Outlook for 
Business,” 
published Oct. 
24th by the 
bank. 

In discount- 
ing the sup- 
posed ill ef- 
fects: of a 
down - turn, 
the economists 
points out that 
a moderate re- 
adjustment will remove the vari- 
ous “maladjustments” that have 
developed during the boom. 

These maladjustments include: 
the considerable disparity in wage 
scales between industries, the ma- 
terial rise in private indebtedness, 
and the fact that productive capa- 
city now exceeds effective de- 
mand, Dr. Nadler explains. 

Any continuation of the boom 
which began in 1954 would allow 
these maladjustments to accumu- 
late and later on hit the economy 
with full force, he adds. 


Dr. Nadler decried those who 
point to the downward trend in 
the equity market as evidence that 
the economy is headed for a sharp 
decline, accompanied by increased 
unemployment. 

Equity prices are not always a 
good barometer of business activ- 
ity, and a prolonged period of tight 
money and high interest rates in- 
variably has an adverse effect on 
the equity market, he asserts. 

Noting the growing feelings of 
uncertainty and concern over the 
future of business, Dr. Nadler says 
that such feelings are exaggerated 
by the false belief that a dynamic 
economy like ours can continue to 
expand without a period of res- 
pite. 


Marcus Nadler 


Conclusions 
The conclusions reached by Dr. 
Nadler follow: 


“(1) The economic recovery 
which set in during the Fall of 
1954 was spearheaded in 1955 by 
the large volume of home starts 
and by the material increase in the 
output and sale of passenger cars. 
Both these developments were 
stimulated at least in part by the 
easy money and capital market 
conditions which prevailed 
throughout 1954. During 1956 and 
the first half of 1957 the boom was 
spurred by the sharp increase in 
private investments—notably out- 
lays for plant and equipment—by 
increased defense expenditures, 
state and local government spend- 
ing, and by the rise in the volume 
of exports. 

“(2) In 1955 and 1956 the econ- 
omy of the country operated at 
virtual capacity in most industries 
and this was accompanied by 
practically full employment. Wage 
increases exceeded the rise in pro- 
ductivity and the inflationary 
forces became quite pronounced, 
with both wholesale and consumer 
price indexes reaching new peaks. 
Throughout this period the Re- 
serve authorities followed a policy 
of credit restraint. The availabil- 
ity of credit was reduced, and 
money rates rose sharply. Because 
of the increase in the velocity of 
deposits, however, the credit pol- 
icies did not have a marked effect 
until the beginning of 1957. 

“(3) All indications are that the 
boom has ended. Business activity 


has leveled out at a high plateau 
and the number of weak spots is 
increasing. While the consumer 
price index continues to move up- 
ward, the index of wholesale com- 
modity prices has remained vir~ 
tually stable and sensitive com- 
modities have declined sharply. 
The September pick-up in busi- 
ness did not come up to expecta- 
tions and the volue of commercial’ 
loans since July 1 has been sub- 
stantially below the level of the 
corresponding period a year ago. ~ 
Both capital outlays for plant and 
equipment “and defense expendi- 
tures have leveled off and the 
chances are that they will de- 
crease. The volume 6f exports is 
also tending downward. 


“(4) Unless consumption ex- 
penditures by individuals — not- 
ably for durable goods—increase 
materially, business activity will 
decline moderately. The degree of 
the decline will depend on such 
intangible factors as the move- 
ment of the equity market and the 
attitude of the ultimate consumer 
toward saving or spending. Recent 
figures indicate that savings are 
on the rise. 

“(5) A moderate readjustment 
after a prolonged boom (during. 
which industrial facilities and the 
labor ferce were used to the limit) - 
was to be expected. A continua- 
tion of the boom would have ac- 
centuated the forces of inflation 
and laid the foundation for a much 
more serious decline later on. The 
credit policies of the Reserve au- 
thorities were directed toward 
preventing such an _ occurrence. 
While we have learned how to 
avoid major swings of the busi- 
ness cycle we have not as yet rid 
ourselves of the cycle itself, and a 
free economy is bound to have its 
ups and downs. 


“(6) A moderate readjustment 
may rectify some of the malad- 
justments which have developed: 
since the war. There are consider- 
able disparities in wage scales. 
Wages in some industries have 
risen much more rapidly than in 
others. If this trend should con- 
tinue then those income has not 
kept up with the rising cost of liv- 
ing may not be able to buy the 
goods produced by high-priced 
labor. There are also divergent 
movements in commodity prices. 
Some have jumped sharply while 
others have declined. Productive 
capacity has increased materially 
and exceeds present effective de- 
mand. It is not certain whether 
private indebtedness in the im- 
mediate future will continue to 
grow at the same pace as in the 
past several years. 

“(7) Any period of readjustment 
causes concern and apprehension. 
This feeling is exaggerated by the 
false belief that a dynamic econ- 
omy like ours can continue to ex- 
pand without a period of respite. 
The widely-held notion that prices 
of equities can rise indefinitely is 
not based on past experience. It 
overlooks the fact that a pro- 
longed period of tight money and 
high interest rates invariably has 
an adverse effect on the equity 
market. 

“(8): Inherently the American 
economy is sound. The underlying 
dynamic forces which became so 
pronounced during the post-war 
period will continue to operate, 
and no readjustment or recession 
can eliminate them. It would be 
incorrect to interpret a cyclical 
downward swing as the beginning 
of a long-term trend.” 








America’s Future Food Supply 
Staring Us in the Face Now 


By ALF M. LANDON* 
Former Governor of. Kansas 
Republican Neminee for President. of the United States in 1936 





Mr. Landon urges a national soil. survey and farm legislation 
study be undertaken by agricultural. school heads, as a 
preliminary step to a long overdue comprehensive land use 
policy. Referring to past quarter century expenditure of 
$10.7 billion farming aid and its resultant surpluses, subsidized 
waste and soil exploitation without a basic long-range, sound 
use of our soil being any nearer to solution today, the well 
known Kansan fears our future food supply is being jeopard- 
ized unless Congress or interested states pursue this course. 
Recalls 1936 campaign references -to small farmers’ plight; 
decries contradictory agriculture départment’s policies; fore- 
sees possible farm states’ compact to rival business and labor 
cartels; and condemns past perennial practice of quick remedy 
with an eye on the next election and not our farm-land future. 
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*.I make the flat statement — in- - of. ail the land-grant agricultural 


credible as it sounds—that as a colleges. 
nation, we have never had a. -:(4).If the Congress fails to pro- 
comprehensive land use policy. vide the necessary funds for the 


. The best and 
soundest use 
of our soil is 
not only im- 
pressed with 
public inter- 
est, but the 
security of fu- 
ture genera- 
tions of Amer- 
cans. 

Today we are 
almost in sight 
of beinga 


commission, those states interested 
in the farm problem should form 
a state’ compact, and when ap- 
proved: by the Congress—should 
immediately proceed to such a 
study. and survey by a similar 
compesed commission. Its finding 
will then be available and help- 
ful indeed for either national leg- 
‘islation. by the Congress—or fail- 
-ing. that, by the states’ compact 
similar to the existing oil states’ 
compact. 

. (5) A fair estimate of the cost 





have - not na- ef that ground floor survey as 
tion. That’s . the basis for a badly needed na- 
just over the Alfred M. Landen tionak.land policy is $5 million 
horizon, The over a period of two years. 


problem then will not: be disposal . 
of crop surplus. The problem will 
be imported food. Professor Ed- 
ward Higbee of Clark University 
estimates that we will be on an 
import of food basis in 50 years, 
The eminent agronomist, Profes- 
sor R. I. Throckmorton of Kansas 
State College, estimates “we can 
meet our food needs until the year 
2000, but we cannot afford to 
wait until a later date as 1975 to 
prepare for future needs. We 


(6): Pending the completion of 
the survey and report by the com- 
mission, the Congress should con- 
tinue the present price support 
program—increase research into 
new uses for farm products. 

It is true that the Department 
of Agriculture, about 18 months 
ago, through the Soil Conserva- 
tion Service, started a land - use 
survey. But the appropriation is 
inadequate. It will take some- 
where .around 20 years to com- 


must do it now.” plete the survey at the present 
All the legislation—costing bil- rate. It is needed now. It lacks 
lions of dollars — in the last 25 the combination of the survey 
years by Congress to conserve the and the re-study of all the previ- 
soil — and American farm life— ous farm programs for the pur- 
by reducing burdensome crop pose of benefiting from past ex- 
surplus—has failed in both ob- perience in preparation of a real 
jectives. national and constructive farm 
That is leading to frustration by pelicy. 
both political leaders and farm Beginning in 1933, the Congress 
leaders. That has even reached the has fenced the farmer in with 


point that some farmers are so legislation favoring big business— 
discouraged at living and doing big labor and big government and 


business On a deflation basis 1n a 
world on an inflation basis—oper- 
ating as individuals in a monopo- 


the inflationary policies of 


planned economy. 


a 


: The farmer is the only large 
listic economy — that they are group. of individual producers left 
questioning the wisdom of their jn America. 


In 1936, at Detroit, I 
said this nation could not be half 
regimented and half free. At Des 
Moines, the same year, I empha- 
sized the importance to America 
of the family-type farm, but up to 
the present time farm programs 
have been more beneficial to the 
large operator than the small 
operator. 

For the last 10 years, the farm- 
er’s. return has gone down 8%, 
while labor’s return has been go- 
ing up. The artificial costs built 


boys and girls going to agricul- 
tural colleges preparatory to en- 
tering the farming business with 
such a poor future. 

That failure in developing a 
national land-use policy is due to 
the political and emergency ap- 
proach to the problems instead of 
factual by the natignal adminis- 
tration of both parties. It has been 
like a broken record going round 
and round. 

The key to formulating sound 


ne > a 2) > -use P ~ . : : . 
one tied dog sages es _— meee in by Congressional legislation are 
rset oe ie 73, 38 ye $2 p igh A as. proving greater for the farmer 
ne ev aah ; . all the facts. for than the artificial payments he re- 
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ceives built in by Congressional 
legislation. The prices the farmer 
receives this year average about 
3% over 1956. But this year’s cost 
averages 3.4% above 1956; there- 
fore, the farmer’s costs have in- 
creased faster than his income. 
Over a decade his costs have in- 
creased a great deal faster than 
his income. 

The Congress, despite its frus- 
tration in all five programs, is 
seeking a new approach by prac- 
tically giving away our present 


study and action. 

I propose: 

(1) A national land-use survey 
and study of our soil resources. 

(2) Simultaneously, a_restudy 
ef the strong and weak points in 
previous farm legislation and ad- 
ministration in the light of expe- 
rience. 

(3) That job to be organized, 
supervised and interpreted by a 
commission composed of the heads 





*An address by Mr. Landon before 
the Lions, Kiwanis and Rotary Clubs, 
Topeka, Kan., Oct. 3, 1957. 


farm surpluses abroad—with ad- 
verse effect on friendly agricul- 
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tural nations—and little—if any— 
basic effect on the American 
farmer’s economic and individual 


lives, and none as far as the 
proper use of great and vital na- 
tural resources is concerned. Soil 
use should be the common deno- 
minator for the information and 
operation of all farm programs. 

The 55 million acres wheat base 
figure is purely political. It is 
guesses rather than estimates 
based on facts from a comprehen- 
sive national soil study. 

It appears from the record of all 
the farm legislation and adminis- 
tration of the last quarter of a 
century that the independent pro- 
ducer and operator like the farm- 
er is at a great disadvantage in 
the artificial planned economy of 
the last 25 years—and the gap is 
growing wider every year. 

Therefore, a restudy and re- 
appraisal, by a highly competent 
objective and non-partisan com- 
mission, is called for of: 

(1) Thé" farmer's situation re- 
resulting from legislation. 

(2) America’s soil resources. 

In the meantime, let us have an 
end to the party bickering as to 
whether it is the Democrats or 
the Republicans who are to blame 
for the farm operator’s plight. 

I believe both parties are 
equally to blame. The question of 
great concern is where do we go 
from here. 

It is simply astounding that this 
great country of ours has never 
adequately assembled and pulled 
together information about the 
advances that have been made in 
related fields of agronomy in a 
study of its soil resources. There 
have been only fragmentary and 
piecemeal surveys and studies. 

We know how many acres of 
land suitable for cultivation we 
have. But. cultivation.for what? 
Or how suitable ig,it for, cultiva- 
tion at all? There is considerable 
ignorance about the best use of 
our soil, not only from the needs 
of the individual operator — but 
also the present and future needs 
of the general American public. 
There are both short range and 
long range problems affecting the 
farmer and the public involving 
the whole American economy— 
standard of living — and future 
food supply. 

Therefore, the study of our soil 
resources that I urge, is its phy- 
sical contents and how its use 
affects the economic and social 
life of all America. 

Mother America has been and 
is a prolific producer. Yet today, 
there are great areas of exhausted 
soil and abandoned farms. 

Professor Edward Higbee of 
Clark University, in his book “The 
American Oasis,” lists 400 million 
of our approximately 200 billion 
acres as fit for cultivation and 
only 100 million not subject to 
erosion. 

Our job is to protect and con- 
serve that 300 million acres that 
are subject to erosion. Instead, the 
Federal administration of the 
farm plans have done just the op- 
posite. All of them have encour- 
aged more rapid wearing out of 
the nation’s plow land. 

We have two conflicting bu- 
reaus in the Federal Department 
of Agriculture. One, preaching the 
building of the soil. The other, 
encouraging just the opposite by a 
payment program that encourages 
the depletion of the soil. Likewise, 
we have the reclamation service 
bringing new land into production 
and the soil bank taking it out of 
production. 

We have geological surveys 
made by both the national gov- 
ernment and state governments. 
We have soil conservation serv- 
ice and agricultural conservation 
programs; but if all the informa- 
tion now available in all the serv- 
ices — state or national — were 
brought together on a _ national 
basis, the information would not 
be broad enough or adequate 
enough to determine national 
land-use program. 

We have health surveys—water 
surveys, etc., but “nary” a soil- 
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use survey for the purpose of 
budgeting our food resources. 

I want to emphasize the im- 
portance of having that survey 
and study organized and super- 
vised by the presidents of our 
land-grant colleges. 

These heads of our agricultural 
colleges will approach the study 
and revaluation of previous farm 
legislation with open and objec- 
tive thinking on the broad and 
lofty level of national existence. 
Their concern will be the public 
interest. 


These college executives will 
not have the next election to 
think of — therefore eliminating 
the hasty emergency pressures 
that have weakened both the 
legislative action and the admin- 
istration of all the government 
farm policies. 


Neither will they be concerned 
about laying the foundation for 
building more and bigger bureaus 
in the agricultural department at 
Washington. 


The greatest factor in the fail- 
ure of five major bills enacted by 
the Congress—dealing with the 
national farm problem — is the 
political instead of the factual 
approach. 


That great problem of vital na- 
tional interest has been a football 
of politics. Too much of the legis- 
lation and administration has been 
based on a quick remedy that 
would take care of the next elec- 
tion. 


The Congress has appropriated 
over the last quarter of a century 
approximately $10,678,000,000 to 
American farmers. And the basic 
long range sound use of our soil 
is not any nearer solution today. 
Our farm surpluses _ increased 
316% in 1956 over 1951 and cost 
317% more.’ The conservancy 
features contained in the legisla- 
tion were lightly handled or just 
plain ignored in administration— 
for the sake of votes. 


Even more incomprehensible— 
the Congress has actually sub- 
sidized the waste and exploitation 
of the nation’s soil. 


. The job before us is to get the 
facts we have not had heretofore. 
When we get the findings of the 
heads of the land-grant colleges— 
based on those facts—we can 
proceed from there, knowing we 
have solid ground under our feet. 

The cost? About one thousandth 
of what we have spent on farm 
programs that are prismatic fail- 
ures. The Congress could provide 
for that non-partisan — scientific 
study by the first of next year. It 
will take about two years to as- 
semble all the facts and pull them 
together. 

The sound basis for a 
agricultural policy is: 

(1) The capability of the soil. 

(2) The need for the product 
produced thereon. 


We can only obtain that by 
facts — figures — and surveys ob- 
tained by an objective and scien- 
tific approach. 

Whatever the cost, it will be 
small compared to the money we 
have spent somewhat blindly. 


It means pulling together—an- 
alyzing — planning — reflecting — 
and interpretations put into focus. 

But Governors and State Legis- 
latures need not wait on Congres- 
sional action. 


The states can form a “soil use” 
compact, similar to the existing 
oil states’ compact for the follow- 


sary to match that of big business 
—big labor and big government. 

Representative Harold D. 
Cooley, Chairman, House Com- 
mittee of Agriculture, states upon 
a statistical study, that during 
agriculture’s most profitable year, 
1947, the return per hour to all 
farm labor and management was 
only $1.02. During that same year, 
productive workers manu- 
facturing industries received $1.24 
per hour. Since 1947, the returns 
to all farm workers for their labor 
and management has declined to 
78 cents an hour. The average 
wage of industrial workers has 
increased to $1.98 an hour. Since 
1947, net farm income has de- 
clined 31%, while hourly earnings 
of industrial workers have _ in- 
creased 60% and corporation divi- 
dends have increased 85%. 


In facing the task of establishing 
a national farm policy that will 
continue to give the nation food 
and fiber — to the farmers and 
their families, their fair share of 
the total income of our economy, 
I can think of no force that Would 
aid in this to a greater degree than 
closely knit farm organizations. 
Unfortunately, not since the farm 
organizations came into being 
from 1870 to 1920 have they been 
so divided or the confusion arisen 
regarding farm matters been so 
great. The farm organizations, 
commodity groups and coopera- 
tives must enlarge their areas of 
common interests. Since the 
farmers of the country now com- 
prise only 13% of the total 
population, to divide seriously 
their ranks or scatter their forces 
will weaken greatly their effec- 
tiveness. It is imperative the farm 
organizations present to Congress 
a united front, on their problerns 
so vital to our nation’s welfare. If 
they do, they can readily get any 
reasonable farm legislation from 
our national Congress. 


Donald Sloan on 
Sales Exec. Tour 


PORTLAND, Oreg.—Donald C. 
Sloan, owner of the investment 
firm of Donald C. Sloan & Co., is 
on a 30-day tour of South Amer- 
ica as a mem- 
ber of the Na- 
tional Sales 
Executives 
team on 
“Operation 
Enterprise 
No. 8.” 

Mr. Sloan is 
a former Di- 
rector of Na- 
tional Sales 
Executives 
and has been 
on seven sim- 
ilar trips to 
various parts 
of the world 
and has given talks in the follow- 
ing countries: Sweden, Denmark, 
Belgium, France, England, Ger- 
many, Portugal, Spain, Yugoslavia 
and Italy. The purpose of these 
trips is to share American sales 
methods with sales executives 
throughout the world. 


Operation Enterprise was born 
in 1950, when Paul Hoffman, head 
of ECA asked the National Sales 
Executives to send a team of sales- 
men to England to show American 
sales methods and techniques. The 
slogan of National Sales Execu- 
tives, an organization which has 
25,000 sales executives throughout 
the world, is “Better Standard of 


national 
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ing purposes: Living Through Selling.” When 

(1) If the Congress fails to act Selling stops, depressions start. 
promptly to establish the commis- Better selling helps keep America 
sion made up of the presidents of 8reat. ’ : 
the land-grant colleges — the .. Operation Enterprise No. 8's 
states’ compact can do so. first stop is Caracas, Venezuela, 

(2) Using the report of the then Rio de Janeiro, Sao Paulo, 


Montevideo, Uruguay, Buenos 
Aires, Santiago, Chile and Lima, 
Peru. Panama and Mexico City 
are the cities where Sales Execu- 
tives Conferences are to be held. 
Mr. Sloan’s address will be 
“Breaking Through the Sales 
Barrier.” 


commission as a base to establish 
the machinery to eliminate physi- 
cal waste of the soil by curtailing 
production to the market demands. 


In other words, under a farm 
state compact, the farm operators 
can have their own cartel if neces< 
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Financing the Future 
Of the Electric Industry 


By CHAS. E. OAKES* 
President, Pennsylvania Power & Light Company 


Pennsylvania utility head presents evidential data depicting 
electric utilities as a soundly financed major growth industry 
which can expect to require $45 billion in new investments, 
besides $25 billion generated internally, by 1970. Mr. Oakes 
reveals: (1) current assets are undervalued and, thus, provide 
solid asset value behind preferred and common stocks; (2) 
operating companies are becoming customer - home - owned 
firms; and (3) parallelism between new construction and in- 
come-producing revenue attracts investor interest. Notes money- 
market changes demand astute fiscal managerial timing, and 
stresses need to preserve financial integrity and to maintain 
attractive earnings in a creeping-inflationary environment. 


My subject has to do with the 
challenging problems of growth 
confronting the electric industry 
—in particular, the financing of 
that growth. 

Let me say 
at the outset, 
there is prob- 
ably nothing 
more difficult, 
nothing more 
perplexing in 
the realm of 
business man- 
agement, than 
the financial 
planning for 
expansion of 
plant, espe- 
cially where 
it extends 
well into the 
Juiure. All such extended finan- 
cial projections must perforce take 
on an aspect of prophecy. 

Prophecy, it has been said, is 
simply the reflection of the past 
upon the future. As a definition, 
this has its limitations, for it im- 
plies the assumption of an identity 
of conditions which rarely, if ever, 
is true. Especially now does the 
future seem obscured as we look 
ahead —an unsettled world — at 
home, the predicted doubling of 
our load in ten years and, also, the 
iwin threats of further inflation 
and of unwarranted government 
invasion—further, the whole new 
toncept of energy which the atom 
has opened up, requiring vast 
sums to achieve its practical use- 
fulness. 

Nevertheless, our most certain 
guide to the future is the judg- 
ment we have gained by past ex- 
perience, not perhaps in its details 
but in its principles. 

And so, in the task of looking 
ahead today, we shall find it help- 
ful to draw from the past and to 
establish some bench marks from 
which to arrive at reasonable pro- 
jections and, I hope, realistic 
#rounds for believing that they 
will be achieved. 


Post World War I Expansion 


First, let us go back to the pe- 
riod around the end of World War 
I and see what the picture looked 
like. At the end of 1917, there 
were 4,224 corporate electric sys- 
tems in operation. Most of these 
companies were serving only lim- 
ited areas, for the most part only 
the larger population centers, and 
power was generated in small in- 
dividual generating plants. Num- 
erous communities had no service 
at all and, in others, it was very 
inadequate. Loads were growing, 
and with advances in the art of 
transmitting power, there began 
the gradual interconnection of 
@roups of towns, each drawing 
from a common pool. These 
changes reduced the number of 
operating systems to 2,135 by 1927 
~—just about half as many as there 
were ten years before. 

In the beginning these small 
isolated companies were owned by 
local people in the local commu- 
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*An address by Mr. Oakes before the 
annual meeting of the Pennsylvania Elec- 


tric Association, Philadelphia, Pa., Oct. 3, 
1957. 


nity they served. Capital was 
raised largely locally. But the 
business was growing rapidly and 
the necessity to combine systems 
in the interest of economy and ef- 
ficiency was calling for large sums 
of money to be invested—larger 
than it was possible to obtain 
locally. In the early stages of this 
expansion, these companies had 
considerable difficulty in procur- 
ing funds. In some _ instances, 
equipment manufacturers ac- 
cepted securities as payment for 
the apparatus needed. But it was 
soon realized that the investment 
character could be improved and 
a broadened market realized by 
adding diversity of investment 
through the combined operation of 
properties serving varied indus- 
tries in separted sections of the 
country. In this way companies 
which previously could not have 
hoped to attract capital were able 
to expand successfully and to meet 
the public demand for more and 
better service. 

As one looks back on this period 
of the 20’s, it seems doubtful 
whether the operating companies 
could have fulfilled their respon- 
sibilities of providing service to 
the public as meritoriously as they 
did without the pooling of their 
financial and other problems as 
was done. Great progress was 
made in the extension and expan- 
sion of service. The record shows 
that while only 38% of the popu- 
lation had the advantages of elec- 
tric service in 1922, by 1930, 70% 
of the population had service. The 
installed capacity of the electric 
utilities of the nation rose from 
13.4 million kilowatts in 1922 to 
30.3 million kilowatts in 1930—an 
increase of over 125%. Plant ac- 
count increased in this same pe- 
riod from $4.5 billion to $11.9 bil- 





lion. For the decade, 1920 to 1930, 
new construction expenditures 


averaged better than $750 million 
a year. And when, in 1930, the in- 
dustry was called upon to con- 
tinue these substantial expendi- 
tures for construction to help stem 
the rising tide of depression, 
nearly $1.3 billion was spent over 
the years 1930 and 1931. 


When Equities Sold Well 


In retrospect, while it might be 
said that the phenomenal growth 
and optimism of the 20’s went too 
far on the side of expansion, the 
results as measured by the capi- 
talization of the electric companies 
in 1932 showed that 46% was in 
the form of long-term aebt, with 
54% represented by capital stock 
surplus. All during this period the 
record shows that investors held 
the future prospects of the electric 
companies in such high esteem that 
the industry was able to sell com- 
mon and_ preferred stocks with 
relative ease at the money rates 
which prevailed. 

One of the factors that made 
itself felt on the investors of the 
times had to do with the story 
that was newsed about, as I re- 
member about 1923 to 1924, that 
the life insurance companies in 
New York were buying power and 
light bonds. This was followed in 
1928 with the announcement that 
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such bonds, under certain restric- 
tions, were made legal for New 
York savings banks. These de- 
velopments all contributed to the 
generally strong position of the 
electric operating companies as we 
entered the depression years amid 
a deluge of criticism and vitupera- 
tion emanating from the nation’s 
capital. 

You will recall that when the 
Abbe Sieyes was asked what he 
did during the French Revolution, 
he answered, “I survived.” That 
was considered quite a feat for 
those times. And, let me say, it 
was quite a feat for any corpora- 
tion for the depression years, too. 


But the operating companies in 
our industry did more than sur- 
vive. In the 1930 decade, more 
than four million customers were 
added. The average rate paid by 
residential users came down from 
6.03¢ to 3.84¢ per kilowatt-hour. 
Generating efficiency improved 
as evidenced by the drop in fuel 
used from 1.6 pounds per kilowatt- 
hour in 1930.to.a little over 1.3 
pounds in 1940. 

During the _ depression, 
struetion requirements were so 
small that they could, by and 
large, be met by the current cash 
generation of the companies with- 
out resorting to the sale of any 
security issues for the purpose of 
raising new money of significant 
amount. For the seven years sub- 
sequent to 1932, construction ex- 
penditures average only $300 mil- 
lion a year, substantially the 
amounts available from deprecia- 
tion charges and retained earn- 
ings. 

That is not to say that there 
was no tinancing done, but what 
there was came about not to meet 
any great need for additional 
funds but rather to refinance at 
lower money costs existing secu- 
rity issues, both bonds and pre- 
ferred stocks, Money rates 
dropped sharply in the 30’s from 
those which had prevailed in the 
1920 era. 


A study of the average yields 
on newly issued bonds by the 
operating companies alone shows 
that from vields of around 6% in 
the early 20’s there was a gradual 
drop to just below 5% through the 
year 1934, when the average yield 
for that vear was 4.81%. But in 
the vear following — 1935 — aver- 
age bond yields dropped sharply 
to 3.92% —aimost one whole per- 
centage point! In the years fol- 
lowing, they continued to decline 
slowly to reach the low point of 
2.74% in 1946, 

Likewise the records show that 
the weighted average yield on 
utility preferred stocks during the 
latter part of the 30’s was 11% to 
2! below the yields on the 
preferred stocks of 7, 6 and 5% 
placed during the previous dec- 
ade, and reached a low point in 
1946 of 3.63%. 

Against such a background it is 
not surprising to find that in the 
seven years, 1933 through 1939, 
the public sales of securities by 
the utility industry, which aggre- 
gated $5.2 billion, were primarily 
for refunding—$4.9 billion—with 
only about $300 million for new 
money purposes. Common stock 
sales were some $300 million. 

This same pattern carried 
through World War II when con- 
struction of facilities was ham- 
pered by the dearth of manpower 
and the scarcity of equipment and 
materials. In the six-year period 
from 1940 through 1945, security 
placements by the industry to- 
taled $4.8 billion — $4.3 billion 
representing debt issues and about 
$500 million in equities. Once 
again new money needs were 
small, only about $300 million 
falling in this category with the 
remainder, $4.5 billion consti- 
tuting refunding operations. 


Survival Vitality 
The vitality of the industry to 
weather the storms of economic 
adversity was never better dem- 
onstrated than by its survival 
from the great depression and the 
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radical changes in its financial 
and organizational framework 
which ensued. These changes were 
brought about through the en- 
actment of the Public Utility Act 
of 1935, Title I of which is cited 
as the Public Utility Holding 
Company Act of 1935 and Title II 
as the Federal Power Act. 


The provisions of the Public 
Utility Holding Company Act 
dealt with two general subjects 
—the one, the financing and op- 
erations of holding company sys- 
tems; the other, the geographical 
integration and corporate simpli- 
fication of holding company sys- 
tems. Under the policies estab- 
lished and subsequently carried 
out under the Securities and 
Exchange Commission in con- 
formance with the Aet, the 
electric companies have today 
reached the stage where the 
industry is made up of local area 
companies or regional integrated 
systems. The process, the like of 
which has never before been seen 
in this country, brought sweeping 
changes in the organization and 
ownership of the electric compa- 
nies. Many of you have had 
experience with and intimate 
knowledge of this major operation 
on our corporate bodies. Among 
other things, the equity securities 
of our companies became widely 
spread among the public, through 
the enforced distribution of secu- 
rities in the hands of the holding 
companies involved in divestment 
proceedings. 

Under the Federal Power Act, 
the Federal Power Commission 
Was given extended jurisdiction 
over those electric utilities which, 
broadly speaking, were engaged 
in interstate commerce and _ its 
authority was continued as to the 
licensing of hydro projects. Fur- 
ther, the Commission was vested 
with comprehensive authority in 
respect to the accounts of public 
utilities. Under this latter provi- 
sion of the Act, a new system of 
accounts for utilities became ef- 
fective as of Jan. 1, 1937. 

The new system of accounts 
made radical changes, particularly 
in respect to plant accounting. 
Under this new accounting sys- 
tem, plant is recorded in the de- 
tailed plant accounts on the books 
of the electric companies at origi- 
nal cost, that is, the cost to the 
person first devoting the plant to 
public service. For properties 
which were in the utilities’ plant 
accounts before adoption of the 
new accounting system in 1937, 
this original cost doctrine had 
pronounced effect. For proper- 
ties built after 1937, their actual 
cost to the companies, the book 
and original costs are, of course, 
the same. 

In the past, when a utility pur- 
chased or acquired a going utility 
business, the purchase price was 
arrived at by consideration of the 
then existing property value, cur- 
rent and potential earnings, or 
other elements commonly ac- 
cepted in other business fields as 
affording a proper basis for the 
determination of value. Hundreds 
of small local area systems were 
purchased at arms’-length bar- 
gaining and later merged into 
what are now our present sys- 
tems. The Commission, in apply- 
ing the original cost principle to 
plant accounts, required that the 
difference between cost paid for 
acquisition and the cost to the 
first owner of these plants,be 
segregated and written off. 


The Commission ordered the 
electric companies to file original 
cost studies to show, in general: 

First, the original cost of the 
property; 

Second, the difference between 
bona fide arms’-length cost and 
the original cost; 


Third; any difference between 
the amount recorded for plant on 
the utility’s books in excess of 
bona fide cost. 

The difference between bona 
fide cost and original cost was 
transferred to an account, No. 


100.5, designated as Electric Plant 
Acquisition Adjustments. 

Amounts in excess of those paid 
for through arms’-length bargain- 
ing were put in Account 107, 
Electric Plant Adjustments. These 
amounts were considered as 
“write-ups” and generally were 
ordered to be written off against 
surplus or, of surplus was insuf- 
ficient, by reducing capital stock. 

Coming right on the heels of 
the greatest depression in our 
history, this was pretty stiff 
medicine. The judicial processing 
of the filings made has taken over 
15 years. Plant accounts had to 
be revised downward by over $1.6 
billion—equivalent to almost 12% 
of the industry’s plant account in 
1937. 

About two-thirds of this $1.6 
billion was considered to be 
“write-ups,” all involving transac~ 
tions before 1937. They amounted 
to about 20°, of common stock 
and surplus book values at that 
time. The remaining third was 
either charged off at once by the 
companies or amortized over 
varying periods, some as long as 
15 years, 


Today’s Assets Are Undervalued 


The result is that today we have 
on our books what is neither 
“cost” nor “value” — our books 
reflect original cost — what some 
have facetiously referred to as 
“aboriginal” cost. Nevertheless, it 
may be said that the plant ac- 
count figures given on the books 
of the nation’s electric companies 
are on an exceedingly conserva- 
tive basis. They reflect amounts 
substantially below’ present-day 
values. 

Thus, today, there exist very 
solid values of property, a sub- 
stantial. cushion, underlying the 
preferred atid common stocks of 
the electric companies. Indeed, 
many of the better grade utility 
preferreds at the’ present time 
have asset values greater than 
some of the bonds outstanding 25 
years ago. 

Now, coming down to more re<- 
cent experience, the post World 
War IL years have served to dem- 
onstrate dramatically the growth 
potential which characterizes our 
industry. Since the end of the 
war, the investor-owned utilities 
have added over 50 million kilo- 
watts of generating capacity — 
more than 120° increase; cus- 
tomers served exceed 424 million 
—a gain of better than 50%, and 
together with an accompanying 
increase in the use of power in 
the home and in industry, con- 
struction expenditures rose rapid- 
ly from an annual level of $2/3 
billion in 1946 to almost $3 billion 
in 1956. Altogether construction 
expenditures have totaled $24 bil- 
lion in the past 11 years. 

The financing of this unprece- 
dented growth has been achieved 
successfully and in a highly satis- 
factory manner. What were the 
sources of cash during this 1l- 
vear period to finance this $24 
billion expansion program? About 
$9 billion—38%—came from the 
operation of the business—depre- 


ciation, retained earnings and 
other internal sources. The rest, 
$15 billion — 62% — was realized 


from the sale of securities. Long< 
term debt accounted for $9.8 bil- 
lion; preferred stock, $2.1 billion; 
and common stock, $3.1 billion. 


Investments by Customers and 
Insurance Cos. 


Large amounts of the securities 
sold, particularly the equity por- 
tions, have been purchased by 
individuals living within the areas 
served by the operating compa- 
nies. More and more we are be- 
coming a customer-home-owned 
industry. Home ownership of 
equity securities should be de- 
veloped. It can be an important 
factor in the raising of the future 
funds we will need and its public 
relations’ value is very great. — 

Shortly following the war, in- 
surance companies entered the 
market as substantial buyers of 
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the preferred stocks sold. by the 
electric companies in an endeavor 
to secure the higher yields avail- 
able for maintaining their policy- 
holders’ dividends. The life in- 
surance companies have also 
taken huge amounts of bonds. At 
the beginning of 1956, they held 
$7.7 billion in their portfolios— 
more than half the long-term debt 
of the electric utilities. 


The picture of our financial 
structure as it now appears, and 
as we look to the uncertainties of 
the future, is sound. I have cited 
briefly our experiences through 
the prosperous years following 
the first World War, the difficul- 
ties of the depression years, the 
tadical changes brought about by 
government enforced reorganiza- 
tion of our financial and corporate 
structure, the impact of a second 
World War and the _ recovery 
which followed. I offer these ex- 
periences not only as a striking 
demonstration of the financial 
vigor of our industry but as pri- 
mary evidence of our ability to 
finance the future expansion and 
far-reaching changes we now 
anticipate. 

Taking the latest figures avail- 
able — the year 1955 — plant ac- 
count of the investor-owned elec- 
tric companies was $34.0 billion. 
As against this, there were out- 
standing securities aggregating 
$25.8 biilion, consisting of $14.5 
billion of long-term debt, $3.5 
billion of preferred and $7.8 bil- 
lion of common stock. In addition. 
the ‘combined surplus account of 
$2.7 billion gave a total capitaliza- 
tion of $28.5 billion. Thus, in 
terms of total capitalization, long- 
term debt represented 50.7%, pre- 
ferred stock 12.3%, and common 
stock and surplus 37.0%. Compar- 
ing these ratios with 1945, we find 
that then long-term debt stood at 
46.5°., preferred at 15.7% and 
common stock and surplus at 
37.89. So you can see that we 
have maintained the soundness of 
our financial structure in a cred- 
itable fashion. 

And that brings us to the ques- 
tion of the future. 

First, as to the physical situa- 
tion. We have passed through the 
difficult period of catching up 
with the war-time postponed con- 
struction needs. As our loads 
continued to mount, other sub- 
stantial property additions became 
necessary and were made. The 
result has been that most compa- 
nies find themselves with a high 
percentage of property that is 
relatively young. As an example, 
studies we have made show a de- 
crease in the average age of the 
property of Pennsylvania Power 
& Light Company from 19.3 years 
at the end of 1947 to 16.7 years 
at the end of 1956. 


Investments Produce Revenues 
Quickly 


So we now are at the point 
where the construction immedi- 
ately ahead will be more closely 
related to meeting our customers’ 
needs. This. it seems to me, is 
highly significant. We should find 
from here on that construction of 
new property will be followed 
more directly and be more quickly 
productive of income-producing 


revenues. Thus, these expendi- 
tures of funds will find more 
ready reflection in earnings, an 


imvortant factor in attracting the 
necessary capital. 

Customers’ needs will deter- 
mine the kind and amount of 
phvsical property needed. As to 
the cost of the proverty reavuired, 
the progress of inflation will be 
the determinant. 

I had a study made as to the 
growth of our industrv an? where 
it would be arovnd 1970. The 
findings bear directly on this 
problem of financing the future. 
Our forecast showed a ponu)-tion 
of 200 million. a votentail Jabor 
forre of 84 million. and a eross 
national product, in terms of 1953 
dollars, of SA0NN billion. These 


studies showed that merely with 
the 


productive labor force then 





available, it would be impossible 
to achieve a $600 billion gross 
national product without raising 
the productivity per man hour. 
Further study showed a _ close 
relationship between man hours, 
electric power ana gross national 
product. From this, it became 
evident that more than 7 kilowatt- 
hours per man hour would be re- 
quired as compared to a little over 
3 at the present time. This meant, 
therefore, that by the middle 70’s, 
if we were to reach a $600 billion 
economy, business and industry 
would need over 830 billion kilo- 
watt-hours. Coupled with the ex- 
panded needs of the 57 million 
residential and rural consumers 
to be served in 1970 and miscel- 
laneous other sales, and including 
losses, we found that 1 trillion, 
400 billion kilowatt-hours would 
be needed and that this meant a 
total generating capacity of some 
310 million kilowatts by private 
and government sources, or nearly 
200 million more than we had last 
year, 


Financing Needs for Tremendous 
Growth 


Of this 310 million kilowatts 
needed for 1970, the investor- 
owned portion would be around 
250 million kilowatts. Taking this 
into account along with related 
facilities and properties, it was 
estimated that the electric com- 
panies were facing new construc- 
tion of about $70 billion, that we 
might expect $25 billion of this 
would be available from deprecia- 
tion and retained earnings and 
that the balance, $45 _ billion, 
would have to be new money! 
Moreover, it seems reasonably 
certain that the industry should 
be able to generate from internal 
sources this $25 billion while es- 
sentially maintaining our present 
capitalization ratios and increas- 
ing the common dividend payout 
to around 80%. 


Certainly the raising of $45 bil- 
lion of new money is a rather 
startling prospect. But it is in 


line with what seems slated to 
take place in this country of ours. 
And it presents us with no new 
task but the same never-ending 
job we have, as a major growth 
industry, of continually seeking 
funds for expansion. 


Among other things, it empha- 
sizes clearly the urgent need to 
continue the healthy appearance 
that we now have in our balance 
sheets and income statements. We 
must keep in mind that we have 
no preferred position with respect 
to the investing public. We will 
not be alone in seeking the in- 
vestors’ dollars. Industrial enter- 
prise in every field will be claim- 
ing its share of capital as it 
struggles to supply the needs of a 
growing population and we may 
be sure, too, that government — 
Federal, state ond local — will 
continue to impose its heavy de- 
mand on the money supply. So if 
we are successfully to solve our 
fiscal problem, we must preserve 
a high degree of financial integ- 
rity. 

We must realize that the inves- 
tor looks critically at our capital 
structure. I think that we should 
strive to hold to a capitalization 
ratio of 50% debt and 50% eauity, 
with the common eavity portion 
ranging from 30 to 40%. 


Problems Hindering Earnings 


It is obvious that earnings must 
be kept at levels attractive to the 
eauity investment market. The 
trend in earnings and the ability 
to secure equity money provide 
the base upon which successful 
senior financing rests. Hol7ing to 
a satisfactory earnings position in 
an atmosnhere of the creeping 
type intlation we have been ex- 
periencine is not easv. The bene- 
ficial effect of vostwar renvlace- 
ment of less efficient eauinment 
and other non-recurring changes 
have enablea us to offset to a 
great extent the effects of hicher 
waves, eauipment and material 
costs. Now, most of this is behind 








us and from here on, we will 
have to meet rising costs with the 
courageous seeking of rate in- 
creases to secure sufficient earn- 
ings to attract capital. 


As many of you know, money 
costs are signaling that another 
point in world-wide inflation has 
been reached. We have operated 
for many years in the United 
States under a market artificially 
held down by a government pol- 
icy of easy money so that we have 
come to accept cheap money as 
a normal thing. Recently, interest 
rates have moved up sharply but 
in the United States money still 
costs less than in other countries. 
The upward trend is prevalent 
throughout the world and has 
been most rapid in those nations 
that have lacked self-discipline 
in their economy. 

The rise here is largely trace- 
able to three factors: 

First, record-breaking construc- 
tion demands creating an unre- 
mitting need for new capital, 
straining the sources. of,,,supply 
and thus exerting an upward 
pressure on the cost of money. 


Second, the high level of con- 
struction adding to the market for 
goods and services, bringing peak 
levels of employment, resulting in 
a manpower shortage and so 
pushing wages up in excess of 
manpower productivity. 

Third, the sustained huge spend- 
ing program of government. 

So, as long as we hold to the 
present high point of economic 
activity, we may expect money to 
be tight. 


Present Calls for Fiscal Timing 


While some might say the pres- 
ent picture of high money costs 
is not encouraging, it ‘does not 
seem to me to be unnecessarily 
drastic. History teaches us that 
economic excesses are followed by 
periods of adjustment. In time, 
high money rates will adjust 
themselves. After all, the new 
money to be raised represents 
only a portion of the funds we 
will need for expansion. Beyond 
this, such new money will repre- 
sent only a small part of the total 
capitalization. Furthermore, in 
the issuance of debt securities, 
there is always the possibility of 
refunding in the tuture should 
money rates be lower, if care is 
taken not to incorporate long- 
term non-redemption clauses. Then 
there is the judicious use of pre- 
ferred and short-term bank loans 
as opportunity presents. 

What is called for is a high de- 
gree of fiscal know-how—caretul 
timing, proper selection of the 
types of financing to get the low- 
est money costs, thorough knowl- 
edge of the money’ market, 
coupled with the ability to antic- 


ipate well ahead of needs, A 
mistake in timing, selection of 
securities to be sold, and poor 


judgment of other market factors 
may take years to correct and 
perhaps can never be corrected. 
Hence, raising of new capital is 
a most vital and difficult respon- 
sibility of utility management. 

Financial management will con- 
tinue to be a monumental task in 
the vast undertakings which are 
ahead and one of great impor- 
tance. Perhaps today there is no 
other single area in the utility 
business that, in the final analysis, 
will benefit customer and investor 
alike than the successful financing 
of our future growth. And I 
would like to say here that great 
credit is due our financial people 
—and I might add, recognition 
that is long overdue — for their 
outstanding accomplishments and 
unusual skill which they have 
displave’4 in handling the finan- 
cial difficulties we have so suc- 
cessfully overcome. 

The electric industry can look 
back to a record unmatched in 
srowth. in great technolugical 
achievement and in meritorious 
service to the ponblic. In the short 
snan of a lifetime, our industry 
has helped bring about revolu- 





tionary developments in science, 
in industry and commerce and in 
the living standards in . every 
American home. Today, we stand 
foremost among the great nations 
of the world. In attaining this 
position, it is perhaps no accident 
that, as a nation, we are in the 
forefront, too, as producer and 
consumer of electric power. 

In our positions as responsible 
members of organizations in the 
electric industry, we all have 
played an important part in the 
contribution which electric power 
has made to the social and eco- 
nomic progress of our country. We 
in the utility business expect to 
continue to build ahead of 
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America’s growth—in the van of 
our forward-moving economy. 
Our country is constantly ‘chang- 
ing and these changes are stimu- 
lated and guided by the flow of 
capital funds into the economic 
stream. These funds come from 
countless individuals puting their 
savings to work for their own fu- 
ture and pooling them in 
America’s productive machine. 
And we, in the utility industry, 
have the responsibility to make 
certain that our business is 
soundly maintained and that it 
remains financially healthy so 
that we will be able to attract our 
proper share of these capital 
funds. 





Overproduction of Widows Envisaged 


— 


By Rukeyser 


Economic columnist maintains disparity between the sexes in 


life expectancy has important 


financial implications, as en- 


larging. the proportionate female stake in American corporate 
ownership, and taking a new look at female annuity risks. 


GLENCOE, Ill. — The actuarial 
probability that women in the 
United States on average will 
outlive men by six years fore- 
shadows a na- 
tionwide 
overproduc- 
tion of wid- 
Ows. 

This conclu- 
sion was ex- 
pressed here 
on Oct. 16 by 
Merryle Stan- 
ley Rukeyser, 
economic col- 
umnist for In- 
ternational 
News Service, 
in a speech 
atChicago 
under the au- 
spices of Woman’s Library Club. 

“This disparity in life expect- 
ancy,” Mr. Rukeyser, author of 
“Financial Security in a Changing 
World” declared, “has important 
financial and sociological implica- 
tions. On the economic side, it 
will quicken the trend of putting 
women ahead of men in numbers 
as stockholders of record in 
American corporations. It will 
not only enlarge the female rel- 
ative stake in American owner- 
ship, but will tend to cause life 
insurance companies to take a 
new look at female annuity risks 
which come in through the back 
door every time they sell a life 
policy to husbands and fathers. 
Under the so-called optional set- 
tlements, the insured may, instead 
of a lump sum bequest, use the 
insurance to purchase what in ef- 
fect is an annuity on the life of 
the female dependent. 








Merryle S. Rukeyscer 


Action By Insurance Companies 
“In taking cognizance of the 
heartier nature of the female of 
the species, some 20 American life 
insurance companies are in the 
process of quoting more favorable 
premium rates for life insurance 
on women than on men. On av- 
erage, these differentials give 
women a three years break, that 
is to say, for example, that a 
woman of 33 would be quoted 
the premiums of a man of 30. It 
should be pointed out that, while 
women live longer, their sickness 
record is less favorable than that 
of men. But on the matter of sur- 
vival, women show more hardi- 
hood in avoiding heart and re- 
lated cardio-vascular diseases, 
which are the number one killer 
of middle aged and older males. 
In addition, women have less ac- 
cident proneness, and this is a 
major killer of younger males. 
Likewise, the rate of improve- 
ment in reducing mortality from 
cancer has been greater among 
femalés than among males. 


“In philosophizing abort women 
as the stronger sex, some scien- 
tists believe that the explanation 
lies in the fact that as a sex 
women under present day Amer- 


” pirthrate 
|; women do onerous physical tasks, 





ican civilization are pulling a 
lighter load than intended by na- , 
ture. Some actuaries point out 
that they were equipped for an- 
nual child bearing, and now op- 
erate on a life schedule of barely 
more than three. In addition, 
modern labor saving devices in 
the home reduce the physical 
work load. The indication that 
these factors may be decisive lies 
in comparative female experience 
at present in primitive Africa and 
in Arab countries, where the 
is high and where 


their life expectancey is less fa- 
vorable than that of men,” 


Strato-Missiles Stock 
Offered at $1 a Share 


Kesselman & Co., Inc., of New 
York City, are publicly offering 
300,000 shares of common stock 
(par 10¢) of Strato-Missiles, Inc, 
at $1 per share. The offering is 
made as a speculation. 

The net proceeds from this fi- 
nancing are to be used to develop 
the Hatfield Propulsion system 
and other projects, purchase addi- 
tional manufacturing facilities, and 
for working capital and other cor- 
porate purposes. 

Giving effect to the issuance of 
the new securities, there will be 
600,000 shares outstanding, out of 
an authorized issue of 1,000,000 


shares. 
Strato - Missiles, Inc., incorpo- 
rated in Delaware on June 22, 


1954, plans to engage in the busi- 
ness of designing and producing 
machinery, equipment and de- 
vices of an industrial scientific 
and military character. 

At this time, the corporation in- 
tends to develop and exploit a 
system of propulsion and guidance 
for guided missiles invented by 
Commander Cleburne B. Hatfield 
(USNR) and certain other de- 
signs and inventions. It intends 
to limit its activities concerning 
the Hatfield System of missile 
propulsion and guidance to the 
construction of a prototype of 
some of the major components of 
this system in order to test and 
determine the feasibility of the 
system, 


Llovd D. Fernald Joins 
Kidder, Peabody & Co. 


(Special to Tae Frnancrat CHRONICLE) 

SPRINGFIELD, Mass. — Lloyd 
D. Fernald has become associated 
with Kidder, Peabody & Co., 
Third National Bank Building. 
Mr, Fernald, a member of the 
Boston Stock Exchange, was for- 
merly head of his own company, 
Lloyd D. Fernald & Co., Inc. 

W. Irving Ballard, who had 
been associated with Lloyd D. 
Fernald & Co., has also joined the 
staff of Kidder, Peabody & Co. 
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Housing & Mortgage Market 
In the Coming Three Years 


the past several years and how it 
is likely to evolve in the average 
year in the future. Having done 
this, we will then be in a position 
to examine the particular forces 
which, in 1958, may push housing 
volume above or below the longer 
run average. 

The questions I should like to 
try to answer are therefore: (1) 
If the coming years, 1958-60, turn 
out to be reasonably prosperous, 
what average volume of residen- 
tial construction will the market 
support? (2) What particular cir- 
cumstances are likely to act on 
the housing and mortgage market 
in 1958? (3) How many housing 
starts are we likely to have next 
year, and what will be the vol- 
ume and interest rate structure in 
the residential mortgage market? 


Sustainable Level of Housing 
Starts, 1958-60 

The basic, or underlying, de- 
mand for new housing is deter- 
mined by four main factors—(1) 
Household formation, (2) Demo- 
lition of existing structures, (3) 
The conversion of existing larger 
homes into a greater number of 
small units, and (4) The need to 
provide sufficient vacant units so 
as to give mobility to our popu- 
lation. If you will refer to the 
first column of Table 2, you will 
see how much each of these fac- 
tors has contributed to housing 
demand during the past seven 
years. From 1950-56, non-farm 
household formation has averaged 
1,000,000 a year; demolitions less 
conversions have averaged 105,- 
000 units a year; and we have 
added 125,000 units a year to the 
total number of vacancies, Dur- 
ing this same period, 30,000 units 
a year which were previously in the 
farm category have become avail- 
able for non-farm use through 
suburban expansion. Because of 
these factors, we have been able 
to produce 1,200,000 residential 
units a year, and the total non- 
farm housing stock has risen to 
47,500.000 units. 


Household and Family Formations 

What is likely to happen to 
these different components of 
nousing demand during the com- 
ing three years? Let’s turn to 
Table I and consider the most 
important source of demand — 
household formation. It may be 
well at the outset to clear up a 


misconception which seems quite 
prevalent even among those 
closely associated with the hous- 
ing field. Household formation is 
not the same thing as family for- 
mation. Household formation 
means “the net increase in oc- 
cupied dwelling units.” Keeping 
this definition in mind, it is clear 
that family formation could be 
larger than household formation 
if there were a great deal of 
“doubling up,” i.e. several families 
occupying the same dwelling unit. 
Conversely, household formation 
can rise far above family forma- 
tion during a period when fam- 
ilies or individuals are undou- 
bling.” 

If you will refer to the first 
column of Table I, you will see 
the various factors which have 
contributed to household forma- 
tion during the past seven years. 
Family formation from causes 
other than undoubling has aver- 
aged 570,000 a year. There has 
been an additional demand for 
housing created by the undou- 
bling of 115,000 sub-families a 
year. A sub-family is a family 
living with another family to 
which it is related by blood or 
marriage — the most usual ex- 
ample being the case where a 
young married couple lives with 
his or her parents. A further de- 
mand for housing has been cre- 
ated through the undoubling of 
secondary families, that is, fam- 
ilies not related to the family 
with which they had been living. 
Note that, out of a total of 720,000 
family households formed annu- 
ally during the past seven years, 
150,000 a year have arisen through 
undoubling. This is an important 
point to bear in mind when we 
look to the future. Finally, there 
has been an additional demand 
for housing from the increase in 
individuals who maintain their 
own household. Of the total of 
280,000 individual households 
formed annually during the past 
seven years, almost half have re- 
sulted from undoubling. 


Slow Expansion Until 1965 


In the last column of Table I, 
I have entered my estimates of 
average annual household forma- 
tion during the coming three 
years. As our population grows, 
there is normally an increase in 
the number of new _ families 
formed. At present, family for- 


TABLE I 
Non-Farm Household Formation Per Year, 1950-60 


*Net incr. in non-farm families (from causes 
other than undoubling of sub-families) __ 


“Net undoubling of sub-families 


*Net increase in non-farm individuals 
‘Net undoubling of secondary individuals_-_ 


‘The sum of these three items equals non-farm family households formed. 


sum of these two items equals non-farm 
based on Census data, Forecast. 


‘Net undoubling of secondary families 





1950-56 19578 1958-608 

570,000 580,000 620,000 

Chpininwe 115,000 70,000 40,000 
bacon 35,000 20,000 10,000 
—— 145,000 140,000 140,000 
135,000 110,000 50,000 

1,000,000 920,000 860,000 


+The 


individual households formed, Estimates 


TABLE Il 


Sustainable Level of Annual Non-Farm Residential 
Construction, 1958-60 








1950-56 1957 1958-60 
Non-farm household formation_____- 1,000,000 920,000 860,000 
Net conversions (—) 

and demolitions (+)... — 105,000 145,000 150,000 
Rise in total non-farm vacancies___. 125,000 —50,000 150,000 
1,230,000 1,015,000 1,160,000 

Estimated transfer of existing units 
from farm to non-farm category__-_ 30,000 25,000 20,000 
Annual non-farm construction___ * 1,200,000 990,000 1,140,000 
Non-farm housing stock,* end period 47,500,000 48,370,000 51,400,000 
Estim. total non-farm vacancy ratio__ 8.9% 8.8% 9.1% 

Estimated “significant” non-farm va- 
cancy ratio at end of periody____-. 3.2% 3.0% 3.5% 


*Execluding trailers. 
offered for sale or rent. 


Dees not include seasonal vacancies, nor vacant homes not 
Differs from Census vacancy ratio principally in that it 


includes as vacant those houses which are sold or rented but net yet occupied. 
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mation is relatively low because 
of the low birth rate during the 
depression of the thirties. During 
the next three years, family for- 
mation will reflect the somewhat 
higher birth rate of the late thir- 
ties. I should like to emphasize, 
however, that the increase will 
not be sizable. It will not be until 
1965 that the high birth rate of 
the postwar period begins to have 
an appreciable effect on family 
fermation. 

While demand arising from 
family formation will rise moder- 
ately from 570,000 annually to 
about 620,000, the demand arising 
from undoubling is likely to fall 
substantially. The unusual situa- 
tion in the years following World 
War lI, when homes were simply 
not available and families and in- 
dividuals were forced to double 
up, has now largely been cor- 
rected. Such undoubling as oc- 
curs from now on will be princi- 
pally a reflection of rising living 
standards, and will therefore be 
slow and relatively small in vol- 
ume. My conclusion is that non- 
farm household formation during 
the coming three years will drop 
to about 860,000 a year. 

If you will now turn to Table 2 
and refer to the last column, we 
can discuss the other items which 
will enter into the demand for 
housing in the next three years. 
Demolitions should show a steady 
rise in the years ahead. Slum 
clearance is still lagging badly 
in the United States, but the ex- 
tensive road building program 
planned by the Federal and State 
governments will speed up the 
rate of demolition of existing 
structures. Unfortunately, there 
are no official figures on the 
number of demolitions, nor the 
number of conversions, in this 
country. It is possible, however, 
to get some idea of the volume 
involved by piecing together esti- 
mates for various cities, along 
with national estimates of homes 
destroyed by fire or other catas- 
trophe. My own estimate is that 
during the coming three years 
demolitions will subtract around 
200,000 units a year, and conver- 
sions will add about 50,000 units a 
year to the housing stock. The 
net demand for new housing aris- 
ing from demolitions and conver- 
sions will therefore be about 150,- 
000. 


Vacancies in Older Homes 


I have entered in column three 
an allowance for a rise of 150,000 
vacancies 2 year until 1960. Of 
course, few of these vacancies will 
occur in newly built units. The 
process will be one of a rise in 
vacancies in older homes, as peo- 
ple move out of these homes into 
newer units. The vacancies will 
not spread to new houses until 
the overall vacancy rate has risen 
to somewhere in the neighbor- 
hood of 3.5%. Since the vacancy 
rate is now quite a bit below that 
figure, construction can exceed 
newly created demand for hous- 
ing for several years before build- 
ers begin to experience difficulty 
in moving their output. 

Now that we have estimated 
each of the components of housing 
demand, we are in a position to 
estimate the volume of non-farm 
housing starts which the market 
will absorb until 1960. Household 
formation, demolitions minus con- 
versions, and vacancies will add 
up to about 1,160,000 units a year 
over the next three years. Since 
about 20,000 units of this demand 
will be supplied annually by farm 
houses becoming available for 
suburban living, the remaining 
demand for non-farm residential 
construction will amount to about 
1,140,000 units a year. 


Now I am not saying that 
exactly 1,140,000 units will be 
built in each year from 1958 to 
1960. What I am saying is that 
1,140,000 units a year can be built 
without running into a situation 
of oversupply. I do not believe 
that we can support anvthing like 
the 1,300000 start rate which 
characterized 1955, and the esti- 


mates of 1,500,000 starts per year 
which sometimes emanate from 
parts of the building industry 
strike me as completely unreal- 
istic. I do believe, however, that 
we can have a prosperous housing 
industry over the next three years, 
producing at a rate about 15% 
above the 1957 level. 


The General Business Outlook 
For 1958 


Now let’s turn to 1958 and con- 
sider the particular factors which 
during the coming year may push 
housing above or below the longer 
term average. The most important 
of these factors will of course be 
the degree of prosperity in the 
economy as a whole. Aithough 
there might be a strong ‘need for 
housing, this need will not show 
itself in the market place unless 
incomes are high, and incomes 
depend in turn on a high. level of 
employment. Is 1958 likely to be a 
year which will provide the in- 


comes necessary to generate a 
strong market demand — for 
housing? 


I do not believe that 1958 will 
go down in the record books as an 
all-out boom year. Business capi- 
tal spending, which has been ris- 
ing ever since 1954, is likely to 
reach a peak in the last quarter 
of this year, and show. a small 
decline during 1958. An additional 
decline in business spending is 
likely to occur because’ of -a -fall 
in business purchases - for — in- 
ventory. Manufacturers’ inven- 
tories are at present much'-too 
high relative to sales. This high 
inventory-sales ratio is likely to 
prevent any market increase dur- 
ing 1958 in manufacturing output. 


Although the two factors I have 
mentioned will have a depressing 
effect on the economy in 1958, 
there will be other areas of con- 
siderable growth and strength. 
Federal, state, and local spending 
will rise by about $5 billion in 
1958, and consumer expenditures 
are likely to surge ahead by $14 
billion. I estimate that Gross Na- 
tional Product, i.e. the value of 
all new goods and services pro- 
duced, will rise from about $435 
billion in 1957 to over $450 billion 
in 1958. Since there is a good 
chance that the rise in prices will 
be brought to a standstill in 1958, 
the increase in the Gross National 
Product will be a real increase 
rather than the fictitious increase 
which inflation brings. 


As a result of this moderately 
good advance in the economy as 
a whole, incomes will move ahead 
sufficiently to form the basis for 
a good market for housing in 1958. 
In addition, it should be remem- 
bered that consumers are now be- 
ginning to recover from’ the 
credit-buying splurge of 1955. 
They are therefore in a better 
position to undertake new debt 
commitments than has been the 
case in 1956 and 1957. 


The Housing and Mortgage 
Market in 1958 


The housing market in 1958 will 
thus have two important factors 
in its favor: First, the analysis of 
household formation and other 
factors affecting the need for 
housing indicates an underlying 
demand for a volume of housing 
starts somewhere in the neighbor- 
hood of 1,140,000 units a vear. 
Second, incomes in 1958 are likely 
to rise sufficiently to translate this 
underlying demand into market 
demand. There still remains, how- 
ever, one final question — “What 
is going to happen in the long- 
term capital market? Will suffi- 
cient money be available to 
finance the mortgages for more 
than a million new homes?” 


Whether or not morey will stay 
tight in 1958 depends on two 
major factors: (1) the strength of 
the general busiress situation, and 
(2) the policy of the Federal Re- 
serve Board. I believe that the 
Federal Reserve Board in 1958 
will be faced with generally pros- 
perous business conditions. and a 
continued tendency for vrices to 
rise. Under these conditions, I 


think that the Board will be justi- 
fied in continuing the tight rein 
on credit. It is true that in 50 
doing the Board runs the risk of 
inducing a temporary hesitation in 
the growth of employment and:a 
temporary squeeze on business 
profits. But the goal of stable 
prices is so vital to the successful 
functioning of our free enterprise 
economy that it seems to me 
justifiable to run the risk of some 
dampening in business conditions 
in order to lick the serious rise 
in prices which we have been 
undergoing in recent months. This 
is particularly important in the 
housing field. There is no question 
that the average buyer is being 
priced out of the housing market. 
It is thus a mistake to imagine 
that the solution to builders’ 
troubles is a flood of easy credit. 
If the Federal Reserve will con- 
tinue the tight money policy for 
another six months, there is a 
good chance of bringing the price 
rise to a halt and at the same time 
maintaining a reasonably high 
level of prosperity. 

My guess is therefore that the 
overall capital market will remain 
tight through at. least the first 
half of 1958. But within the capi- 
tal market there is likely to be 
some shifting in the proportion of 
total funds flowing to corporations 
and to the mortgage market. The 
decline in businessexpenditures on 
plant and equipment, plus the 
effort by manufacturers to hold 
inventories in line, will lessen the 
need for external corporate funds. 
This does not mean, however, that 
the total corporate. demand for 
external funds will decline by a 
large amount in 1958. Corpora- 
tions have pushed their liquidity 
ratios to an unusually low level 
in 1957, so that they are likely 
to attempt to restore’ better 
liquidity positions either directly 
or indirectly through stock ftota- 
tions or long-term borrowing. I 
estimate that corporate demand 
for long-term funds in 1958 will 
be almost as high as in 1957. 


The demand for funds by state 
4nd local governments will rise in 
i958, and there will also be a 
strong demand for consumer 
credit. During 1957, the Federal 
government has actually been a 
supplier of funds, because over 
the year as a whole it has shown 
a small cash surplus and this cash 
surplus, plus a reduction in the 
Treasury’s cash balance, has en- 
abled the government to reduce 
the publicly held debt by about 
$4 billion. In 1958, the govern- 
ment will probably not be able 
to reduce the publicly held debt 
by more than $3 billion. It will 
thus release less funds to the 
capital market than it has this 
year, so that an additional strain 
will be placed on the market. 


The net effect on the capital 
market of Federal financing, state 
and local financing, and consumer 
financing, will therefore be to 
offset any decline in demand for 
funds which may emerge from the 
corporate sector. The total de- 
mand for funds, outside the mort- 
gage market, is thus likely to be 
as large in 1958 as it has been in 
1957. 


But the supply of savings will, 
of course, be growing. And a good 
portion of these savings will be 
flowing into institutions which, by 
law or by custom, invest heavily 
in mortgages. It seems reasonable 
to me to assume, therefore that 
although we are not by any means 
headed for an easy money market 
in 1958, the proportion of total 
funds flowing to corporations next 
year will decline and the propor- 
tion flowing to the mortgage 
market will increase slightly. The 
net flow of funds into the residen- 
tial mortgage market in 1958 is 
likely to rise bv about $1 billion 
over the amount supplied in 1957. 


Let me now sum up my con- 
clusions: 


(1) There is a basic demand in 
the U. S. for an average of ap- 
proximately 1,140,000 new housing 









units annually during. the-next 
three years. 


(2) In 1958, general business 
conditions will be moderately 
good. Incomes will rise  suffi- 


cientiy to provide a good housing 
market. 

(3) The overall capital market 
will remain tight at least through 
the first half of 1958. Within the 
total capital market, however, the 
proportion of total funds flowing 
to corporations is likely to de- 
crease, and the proportion flowing 
to the residential mortgage mar- 
ket to increase. I do not expect 
mortgage loan rates to ease, put 
I do expect more funds to be 
available for mortgages. 

(4) Finally, because of the fac- 
tors I have discussed above, I ex- 
pect the seasonally adjusted rate 
of housing starts in 1958 to rise 
from slightly more than 1,000,060 
at the beginning of the year to 
over 1,100,000 by the end of the 
year. The total for the year is 
likely to be close to 1,075,000. 

Next year will therefore not be 
another 1950, nor 1955. It will, 
however, be a very satisfactery 
year, and the sort of year which 
is likely to lay the groundwork 
for a further moderate~ but 
steady rise in housing output in 
the future. 


Stewart, Eubanks Firm 
To Be NYSE Member 


SAN FRANCISCO, Calif. — 
Branley M. Eubanks will acquire 
a membership in the New York 
Stock Exchange, and on Nov. 14 
Stewart, Eubanks, Myerson & Co., 
216 Montgomery Street, will be- 
come a New York Stock Exchange 
member firm. The firm is also a 
member of the Pacific Coast Stock 
Exchange. 

Partners are Paul F. Stewart, 
Mr. Eubanks, Harry Meyerson, 
and Edward A. Loughrey, gen- 
eral partners, and Robert H. Scan- 
Jon and William H. Keesling, 
limited partnrs. 


Halsey, Stuart Group 
Offers So. Pacific 


Go. 41/.% Equipments 


Halsey, Stuart & Co. Jnc. and 
associates on Nov. 1 offered $6,- 
000,000 of 412% equipment trust 
certificates of Southern Pacific 
Co., maturing annually Oct. 1, 
1958 to 1972, inclusive. The cer- 
tificates are scaled to yield from 
4.50% to 4.65%, according to ma- 
turity. 

Issuance and sale of the series 
ZZ certificates are subject . to 
authorization of the Interstate 
Commerce Commission. 

The issue is io be secured by 
419 gondola cars and 331 box 
cars, estimated to cost $7,507,143. 

Associates in the offering are: 
R. W. Pressprich & Co.; Baxter & 
Co.; Freeman & Co.; Ira Haupt & 
Co.; and McMaster Hutchinson & 
Co, 


Proctor, Cook Adds 


(Special to Tue FInNanciaL CHRONICLE) 
BOSTON, Mass.— Russell W. 
Carroll is now connected with 
Proctor, Cook & Co., 10 Post Of- 
fice Square, members of the New 
York and Boston Stock Exchanges. 


G. W. Ratterman Joins 
Investors Diversified 


(Special to Tue Firnanciat Curonicue) 

CINCINNATI, Ohio—George W. 
Ratterman has become associated 
with Investors Diversified Serv- 
ices, Inc., Carew Tower. Mr. Rat- 
terman formerly conducted his 
own investment business in Cin- 
cinnati. 


Mace Osenbach 


Mace Osenbach passed away 
Oct. 24 at the age of 53 following 
a brief illness. Mr. Osenbach was 
formerly in the investment busi- 
ness, 
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Securities Salesman’s Corner 


By JOHN 





——- 


I suppose that practically every 
securities man has come up 
against the objection of “taxes” 
ever so often, when he has sug- 
gested the sale of what has ap- 
peared to be overpriced securities. 
Many people still cling to the 
idea that they should hold on to 
investments regardless of the fact 
that the current price no longer 
justifies retention. They em- 
phatically reinforce their position 
by stating that they do not wish 
to pay the capital gains tax on 
the profit. That this type of 
thinking is unsound and fraught 
with possibilities for substantial 
losses has been demonstrated con- 
vincingly during the past few 
months, when many overpriced 
common stocks have been rapidly 
adjusting to a more realistic mar- 
ket appraisal of their earnings 
and their prospects. 

If you study the investment 
business from the viewpoint of 
the merchandiser and the saies- 
man you will find that there are 
periods when it is difficult to 
obtain agreement with people 
(even when it is in their own in- 
terest). There is so much emo- 
tionalism connected with what 
we call investment, so many fads, 
so many cliches, that, even 
though they are unsound, they are 
accepted, with the result that the 
salesman has to adjust his timing 
to the whims of his market in 
many instances. 

This reluctance of many invest- 
ors to part with overpriced stocks 
because of their aversion to pay- 
ing ‘the “capital gains” tax has 
been a deterrent to many invest- 
ment men in properly handling 
some of their accounts. Many 
people would agree that pos- 
sibly a sale of a high priced stock, 
paying a small dividend, and sell- 
ing at a ratio of price to earnings 
that was way out of line with 
reality, was possibly the right 
thing for them to do, but they 
just didn’t know where they could 
put the money. Or they would 
rationalize their decision in an- 
other way by saying “I’ve bought 
that stock years ago for invest- 
ment, it costs me very little, even 
if it goes down substantially, ll 
still have a good profit.” Such 
thinking may be comforting to 
the investor but it certainly does 
not add up to efficient investment 


supervision of an account. 











DUTTON 








Time More Propitious Now 


Whereas many people would 
not listen to some common sense 
and agree to sell certain over- 
priced stocks six months ago, the 
current decline in the market has 
changed some of their thinking. 
It is no longer an academic fact 
to many investors that stocks 
could decline substantially in 
price, but now they once again 
know that this has been accom- 
plished. In some cases as much 
as 50% or more has been lopped 
off the 1956 highs of certain 
common stocks. Where you have 
clients who still hold stocks that 
are statistically vulnerable to 
further price erosion the EVENTS 
OF THE PAST FEW MONTHS 


IN THE MARKET have jolted the. 


complacency of many of these 
very same people who formerly 
would not even consider a re- 
study and evaluation of their high 
priced common stocks. 


In other words, your time is 
more nearly right for this type of 
constructive conference with your 
customers than at any time dur- 
ing the past few years. You 
should find those who resisted 
sound selling advice a few months 
ago more willing now. 


In this connection I was dis- 
cussing portfolio analysis with an 
investment dealer who uses this 
approach whenever possible in 
his work with clients and I asked 
him what he said when a cus- 
tomer told him that he didn’t 
want to take profits because he 


wotld have to pay a.capital gains 
tax, I think his answer is ex- 
cellent. He replies, “Mr. In- 


vestor, I'd like to ask you a ques- 
tion please. When you bought this 
stock vou hoped to make a profit, 
isn’t that so?” The answer is 
“Yes, of course.’ “You also knew 
at the time you bought this stock 
that if you were successful and 
made a profit that you would 
have to pay a tax on it. Isn’t that 
correct? Well, then why not pay 
yy 


Joins Lloyd Arnold Co. 


(Special to THe FrnanciaAL CHRONICLE) 

BEVERLY HILLS, Calif.—Robt. 
S. Comer and Carl Ritchie have 
joined the staff of Lloyd Arnold 
& Company, 364 North Camden 
Drive. Mr. Comer was formerly 
with Eastman Dillon, Union Se- 
curities & Co. 


Miss, Valley Group of IBA Elects 


ST. LOUIS, Mo.—At the Annual Meeting of the Mississippi 
Valley Group of the IBA on Friday, Oct. 25, 1957, the following 


slate of officers was installed: 





Elvin K. Popper 





Hunter Breckenridge 





Clarence F. Blewer 


Chairman: Elvin K. Popper, I. M. Simon & Co. 
Vice-Chairman: Hunter Breckenridge, McCourtney-Brecker- 


ridge & Company. 


Secretary-Treasurer: Clarence F. Blewer, Blewer, Glynn & 


Company. 


Executive Committee: Walter J. Creely (Ex-Officio), Goldman, 
Sachs & Co.; Bert H. Horning (Ex Officio), Dempsey-Tegeler & 
Co.; Newell S. Knight, Mercantile Trust Company; John H. Crago, 


Smith, Moore & Company; John 


W. Bunn, Stifel, Nicolaus & Co. 


Inc.; Spencer H. Robinson, Hill Brothers; Eugene W. Reese, New- 
hard, Cook & Co.; Vernon J. Giss, W. R. Stephens & Co., Little 
Rock, Ark. 
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The Whereness and Wherewithal 
In Investing Abroad 


By ROGER W. BABSON 


Dubitative of foreign investments abroad generally, Mr. Babson 
is not adverse to investments in certain countries, which he 


specifies, providing one is willing to work hard to protect their 
investments. With respect to this, he suggests what one must 
look for and, particularly, favors investment in Canada. 


The devaluation of the French 
frane and the threat of currency 


devaluation in other European 
ceuntries have caused consider- 


able concern 
here in the 
i a es ee 
asked if for- 
eign invest- 
ments are safe 
or wise at this 
timea: Gs 
course, there 
is no simple 
answer to 
such a ques- 
tion, but I will 
try to explain 
my position. 

Usually, I 
have advised 
people not to 
invest their hard-earned money 
abroad. JI have done this not be- 
cause jit is impossible to make 
profits on foreign investments, but 
because their proper supervision 
takes more time and effort than 
most people are willing to give. 
Without close supervision, profits 
are unlikely and serious losses 
could occur. Sometimes I have 
advised against buying the secu- 
vities of foreign companies be- 
cause of tax complications in the 
home country of the firm and in 
the U.S. " 

However, I have never been 
against sound foreign investments 
in cases where the prospective 
investors were willing to work 
hard to protect their interests. 
Some foreign countries like 
Canada, and, to a lesser extent, 
Britain, France, Italy, and Spain— 
provide a fairly good climate for 
American funds. Others, including 
some of our neighbors in Latin 
America, cling to restrictive laws 


Roger W. Babson 


which make it foolhardy fol 
Americans to invest. 
What to Look For 
When you hear of an invest- 


ment opportunity abroad, do not 
jump. Take time to investigate 
the company, Or if you are going 
to engage in a foreign business 
operation, study the laws of the 
country so that you will know 
where you stand and what your 
rights are. You can get expert 
help from U. S. consulates abroad 


and from American officials of 
companies operating in foreign 
lands. Find out exactly what for- 


eign taxes you will have to pay 
and what percentage of your 
earnings you will be able to take 
out of the country and deposit to 
your account here in the U. S. 

If you do not know the language 
of the country, employ some trust- 
worthy person who does know it 


so that you will not lose out 
through failure to understand 
contracts and other agreements. 
Obtain such concessions as you 
feel are justified and drive as 
hard a bargain as you can. You 


will be the better respected for it. 
Because of low labor costs, good 
profit margins are possible in 
some foreign countries, but busi- 
ness moves more slowly abroad 
and you must have patience, 


The C«nadian Market 

Closest nation to us in time and 
in economic ties is Canada. Ags 
in the U. S., commerce between 
various sections flourishes because 
Canada has a uniform currency 
which commands the same value 
throughout the land. In Canada, 
the people also live and work 
under a system of private enter- 
prise. Each province adheres to 
certain principles established in 





the Federal Law of Canada to 
foster private enterprise. 

Under such circumstances, in- 
vesiments of U. S. citizens have a 
g00d overall chance of prosper- 
ing. At least, they are not subject 
to some of the nonsensical restric- 
tions enforced in many other for- 
eign countries. Also, Canada has 
huge metals and minerals re=- 
sources which can be developed 
more speedily and efficiently with 
the help of U. S. private capital. 
In my opinion, Canada is on the 
way up. There may be setbacks, 
but I foresee tremendous growth 
ahead. 1 unhestitatingly recom=- 
mend Canada as a good place to 
direct your money and talents if 
vou wish to invest outside the 
U.S. 


American Companies Abroad 


I am in favor of American com= 
panies extending their operations 
to foreign countries where this is 
practical. Such investment serves 
to offset the disadvantages flow= 
ing from heavy exports to 
America by giving us a share in 
the profits from such trade. Also, 
such foreign investment creates 
no sense of charity, but fosters 
better understanding between 
ourselves and other peoples. 

Eventually, officials of the vari- 
ous Latin American countries will 
see the light. Then, one by one, 
the restrictive laws which now 
curtail U. S. private investment in 
those areas so important to our 
welfare will be repealed. I pre- 
dict that in less than 20 years we 
shall be able to drive from New 
York to Argentina over a fine 
highway. 


St. Louis Mun. Dealers 
Elect New Officers 


ST. LOUIS, Mo.—The new offi- 
cers of the St. Louis Municipal 
Dealers Group are: 

Honorary Life Chairman: Kel- 
ton E. White, G. H. Walker & Co. 

Chairman: Earl W. Godbold, 
Dempsey-Tegeler & Co. 

Vice-Chairman: Norman E. Heit- 
ner, Yates, Heitner & Woods. 

Secretary: Harry N. Schweppe, 
Jr., Mercantile Trust Company. 

Treasurer: C. Vernon Fites, Sti- 
fel, Nicolaus & Co. Inc. 


Chicago Inv. Women Hear 


CHICAGO, Ill.— Frank J. Me- 
Garr, First Assistant United States 
Attorney, will speak to the In- 
vestment Women of Chicago and 
their guests at their ‘“Bosses’ 
Night” dinner meeting on Nov. 13, 
at 6:00 p.m., at the Chicago Bar 


Association, 29 South La Salle 
Street. The subject of Mr. Me- 
Garr’s speech will be, “The Role 


of the United States Attorney in 


the Community.” 


Chicago Analysts to Hear 


CHICAGO, Ill.—The paper in- 
dustry will be the subject of 
talks to be given at the luncheon 
meeting of the Investment Ana- 
lysts Society of Chicago to be held 
Nov. 7 at the Adams Room of the 
Midland Hotel. 

Speakers will be Wesley Dixon, 
President of the Container Cor- 
poration of America; William B. 
Cudahy, American National Bank 
& Trust Co.: and Stanley A. Win- 
ter, A. G. Becker & Co. 


26 (2030) 


Continued from first page 


‘As We See It 


man the Defense Department enhanced confidence on 
this score. 
Facts Unclear 

Whether the actual facts support any major modifi- 
cation of these judgments is a question very difficult of 
answer at this moment. A great many highly technical 
questions are involved in defense, and large areas exist 
in which virtually all information is rightly or wrongly 
withheld from the general public—and possibly from the 
Russian spies. Whether the dramatic launching of satel- 
lites by Russia has any very serious meaning so far as 
defense is concerned, we do not pretend to know. Whether 
the Administration has been as successful as any one else 
would have been in the contest with the Kremlin for 
position and power in various parts of the world is, we 
suppose, largely a matter of judgment or possibly per- 
sonal opinion. Just how much classified information the 
President will feel that he can reveal, and how convinc- 
ing he may be able to be in reassuring the nation on these 
matters, the future will have to disclose. 

We no more than the man in the street are in a posi- 
tion to appraise our success in what seems to be a race 
with the Kremlin in pursuit of “pure” scientific knowl- 
edge. To most of us much of present-day science is a 
riddle wrapped in a mystery inside of an enigma (with 
apologies to Sir Winston). Not only that, but it is more 
than probable that a good deal that is of vital interest 
to defense is not made generally public. We see no rea- 
son to doubt that talent is as available in this country 
as in any other. Progress in such things is nearly always 
haphazard and irregular. It is, moreover, extraordinarily 
expensive, depending as it does upon elaborate equipment 
and costly processes. Possibly no one is in a better position 
to judge our relative position than the President, espe- 
cially after his recent extended conferences with scientific 
leaders. ‘The country will ledrn with great interest what 
the President has to say on the subject. 


The success of the President in his efforts to stimulate 
greater confidence in the general business situation and 
outlook will probably depend a good deal upon what he 
has in mind. The optimism which has been general during 
most of the time since President Eisenhower entered the 
White House was generated chiefly by the conviction that 
this Administration was basically more “friendly” to 
business. lt was commonly said that the atmosphere in 
Washington had changed for the better, and the presence 
in various government posts of successful business men 
tended to confirm and to sustain this judgment. 

If what the President is now to undertake is merely 
to induce or to re-induce confidence that the Republican 
regime now in Washington is giving and will continue to 
give business a better break than did the New Deal and 
the Fair Deal managers, he will find his task much easier 
and simpler than if he were to undertake to convince the 
public of something it has never had any right to be- 
lieve, and for the most part does not believe, namely that 
this Administration is governed by a radically different 
concept of what government should do and should not do. 


What’s Ahead 

Just how much the President can succeed in doing 
to dispel fears of a possible serious depression in the fore- 
seeable future, or how much need there is for any such 
effort, we do not profess to know. We have observed no 
indications of the early approach of any major deteriora- 
tion in the general business situation. but it is a fact, of 
course, that untoward changes of this nature do not 
always cast their shadows clearly before them. One thing 
is certain—it is and always will be futile to expect the 
rate of business activity to be always and forever on the 
rise. Day dreamers may talk all they desire about “built- 
in cyclical snubbers,” and the like. We shall continue to 
have ups and downs in business—and it may also be said 


that the greater the “ups” the deeper the “downs” are 
rather likely to be. 


The President may successfully appeal to the rank 
and file not to grow panicky about the outlook. He may 
with good reason point out that to date there ere about as 
many ups as downs, and that at present the general rate 
of business activity, employment and profits are still good 
by any but the most extreme standards. If he is able and 
willing to take the necessary steps, particularly as to 
government spending and the like, he doubtless can add 
to any confidence that his words may otherwise inspire. 
He may by doing homage to the philosophy of the Em- 
ployment Act of 1946 encourage those who believe in the 
wisdom of such policies as are implied in that legislation. 


The Commercial and Financial Chronicle . 


But if the President wishes really to inspire con- 
fidence in the thoughtful men and women of the land 
about the longer range future of this country, he will have 
to go much further than this—much further than he is at 
all likely to be willing to go. He would have to abandon 


New Deal ideas and return to true American traditions. 
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Radical Cures for Railroad Ills 


that has a name wants to be a 
seaport. They want to have a 35- 
foot canal connecting the lakes 
with the Mississippi. What are we 
going to do about it? 

We have been told since we 
studied railroads that weight 
means nothing to a railroad, that 
when you hook up 3,000 4,000, or 
6,000 h.p. diesel power, weight 
means nothing. Whether you have 
75 coal cars, or 75 cars of feathers, 
it means nothing. If weight means 
nothing, why are we waiting to 
compete with the waterways? 


Too Many Railroads 


Last but not least on service and 
productivity, we have too many 
railroads, and that is something 
we should all study. We have 36 
Class I railroads east of the Mis- 
sissippi and north of the Ohio, and 
they are just like 36 farmers. Try 
and get all 36 to agree on any ma- 
jor tepic. The group can act to- 
gether, but one man will say, “I 
am going to do it my way,” and 
you are not united. 

You originate a carload of paper 
in Maine and you take it to St. 
Louis. You have the responsibility 
to the shipper to deliver his paper 
when he wants it, within reason, 
and that is what he wants. He is 
not too concerned with the rate. 
My authority ends at Mechanic- 
ville, and then where does it go? 
Five or six or seven other railroad 
presidents take it to St. Louis or 
to Richmond or Washington. The 
responsibility is that of the man 
who originates the traffic, but he 
doesn’t have the authority to de- 
liver it. 

But, take a truckline running 
paper from Maine to Philadelphia. 
He has only one boss. He has only 
one president, and he gets it there. 


’ If he doesn’t he has to have a rea- 


sonable excuse; otherwise, he is 
fired. 

If the Maine Central asks, “What 
happened to that paper going to 
St. Louis or Philadelphia,” he 
writes me a letter. I write a letter 
to the head of the New Haven, 
and he writes to Jim Symes, Pres- 
ident of the Pennsylvania. He 
writes to six other guys, the file 
gets this thick and the trucks have 
the business. 


Why do we need 36 railroads? 
We interchange everything else. 
Everybody else consolidates and 
merges. You have had to read the 
“Wall Street Journal,” at least in 
the last year and a half, to find 
out whom you were working for 
if you were in business generally, 
but not if you worked for a rail- 
road. 

We don’t need them. We should 
have two railroads east of the 
Mississippi and north of the Ohio. 
We would save money, of course, 
but that is not the reason for 
mergers and consolidations. The 
real reason is to be able to give 
better service, because those who 
have the responsibility would have 
the authority. You haven’t it now 
and you will never have it as long 
as you have 36 railroads to mon- 
key around with. It doesn’t make 
sense. We are no longer a mo- 
nopoly, and that is why we should 
support mergers and consolida- 
tions. That is why I hate to see 
a study that emphasizes economy. 
Economy is not as important as 
service is. It is important to tie 
together the responsibility and the 
authority. You have no excuse if 
you don’t give the service, and you 
can call up the man and say, “Why 
didn’t you do it? Don’t do it 
again.” That is the test of service, 


and you will never get it the way 
we now operate. 


Functional Mergers Right ‘Now 


Wuue we are waiting the day of 
financial consolidations and merg- 
ers, I think we should have, at 
least in the east, functional merg- 
ers right now, ignoring corporate 
lines, so that the man who. origi- 
nates the carload and has the: re- 
sponsibility to deliver it against 
competition should have the func- 
tional authority over that train 
and motive power to its destina- 
tion. = 

Of course, it is complicated. Of 
course, it is a terrific job, but not 
in a world when you. can. fly a 
moon around the earth. It is a 
problem, but it must be dorie and 
it can be done it we want it:to be 
done. Rid} 


I would like to now insert a 


plug for Jim Symes’ idea; and for. 


his man, Bevin’s, to raise ménéy: 
We are now in a position»where 
the analysts and others have -ana- 
lyzed our future in. sucha pessi- 
mistic way that equipment’securi- 
ties cannot be sold in any volume. 


Endorses Reserve Credit Pool Idea 


Oh, sure, the New York. Central 
can sell $2!» million, but they 
can't sell $200 million, and neither 
can the Pennsylvania, but that ‘is 
what they need. Therefore, the 
Pennsylvania came out publicly 
with this idea (which the water- 
ways have been using for 32-years, 
and which the airlines- are now 
using) of a reserve pool of govern- 
ment credit, where we will lease 
the cars and pay the government 
back the money. Immediately the 
cry goes up, “Socialism,” and the 
trend that it might cause. 

Now, analyze Socialism in the 
United States. Up in New Hamp- 
shire the other day, when ‘this 
problem came up, I was talking to 


a milk farmer who said, ‘You gyys. 


are going in for Socialism, T see.” 
I said, “Look, take it eaSy. You 


have been in the public: cashbox: 


for 38 years, and you-are! dike-a 
relative, see. Your kids don’t even 
know about it. They take it for 
granted.” ati. 
Every 


farmer takes “it for 


granted that he is going to have’ 


support for his product. What is 
that? Isn’t that Socialism? I don’t 
know what else it is. Highways, 
buses, trucks, waterways, the Mis- 
sissippi, the Ohio, every pork bar- 
rel, the harbors, the airlines, the 
coastal steamships, and everybody 
else who flies the American Flag. 
If that is Socialism, let’s get a 
piece of it. 

People say to me sometimes, 
“Oh, well, labor will take care of 
you. You will end up with the 
government.” I have an.answer 
to labor for a change. I say, 
“There was a Class I railroad 
called the New York, Ontario and 
Western. They hired quite a few 
men and they carried quite a few 
carloads, yet when the chips were 
down, how did they make’ ‘out? 
Sorry, out to lunch.” 

No, nobody took an interest :in 
the 6,100 men on the-New York, 
Ontario and Western except the 
other railroads who are now pay- 
ing for their retirement and what- 
ever goes with it. 

You can get detailed copies of 
the Symes Plan, with all the argu- 
ments, pro and con, and beauti- 
fully illustrated, by writing to Mr. 
Bevin, Vice-President of Finance. 
I was asked to give it a plug. I am 
for it because I need it. I need it, 
and so does every other railroad 
in the east, with the possible ex- 
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ception of the Pocahontas carriers 
ana you know they were even iic 
in the depression. 


Science of Management 


I mignt discuss 10r a momen 
this business of management. 
believe that if we can aaapt our 


- selves to become good managers 


we can soive this railroad prob 
lem, and let me tell you it has tc 
be solved, but we must becoméd 
competitive managers, professiona 
managers, if you please, the same 
2s in all industry. Now, profes 
sional management—some of thé« 
Boston and Maine men have hear 
me say this before—in my opinion 
is an art. It is an art becatse*i 
required specific and broad skills 
Modern management today meanis 
that all phases of managemen 
must produce economic health’ td 
its organization. Our primary puf 
pose today is to preserve our in 
dustry. Our second purpose’ is td 
preserve our corporation. 

We must preserve economic 
health in our organization and i 
our industry because only throug 
economic health do you produce 
any other kind of health. We mus’ 
be able to integrate the viewpoin 
of people and their functions. 

A long program of training i 
now in vogue in a great’ man 
industries, pointing’ out to ex 
ecutives how to integrate th 
viewpoints of. people and_ thei 
funetions. In industry, they ar 
instilling the fact that the produc 
is everything. ; : 

We.-must have’ an outline ane 
instil in all of our people the ide 
that unless we, produce the serv 
ice, we will not get the’ business 
Therefore, we must produce th 
service. 

We must, of course, possess the 
skill of providing human satisfac 
tions to people who work unde 
us, and we must, of course, refats 
our industry and our railroad af 
fairs to the community. There are 
also specific skills, and I am speak 
ing now from an executive stand 
peint, but any man on the man 
agement team is an executive. A 
a matter cf fact, you are a man 
ager if you can tell even one othe 
person what to do. That make 
vou a manager under today’s defi 
nition. If -you have the authority 
to tell even one person what t 
do, that makes you a manager. 

As you go up the ladder, yo 
must have the skill of forecastin; 
and. planning, because nothin; 
happens-today unless itis planned 
You must -possess the power anc 
the skill to organize and to selec 
men and equipment. and to have 
the skill of controlling it; the skil 
of reviewing and appraising, it 
the skill of rewarding the mer 
who do it, the skill to be able t« 
tell people what you want don 


-so they will understand it and 


above all, the skill to organize 
yourself and your own work, be 
cause obviously if you can’t or: 
ganize your own work, you can’ 
organize anybody else’s. You neec 
the ability to improve your knowl 
edge and your mental capacity 
Your power to think is a skill 
and you also must have the abil- 
ity to make decisions, rightly 0 
wrongly. Make decisions,~ anc 
make them at the lowest posspbl« 
level. Always encourage that. 


If a decision can be made at the 
lowest level, have it made there 
because only by having men un 
der you making decisions can you 
have the man above you under- 
stand what you are made of. It is 
a fact that you must use judgment 
and wisdom in order to make de- 
cisions. Make the decision at the 
lowest level you can, because only 
through participation is a mar 
interested. 


Human Approach to Personnel 


Of course, we must all have the 
fundamentals that go along with 
many of these things, but we must 
first have the ability to get things 
done through people. We must 
have the ability to know that 
every day we are making a con- 
scious effort and taking a human 
approach to our people. Other- 
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wise, they won’t work for you in 
his day and age. The day of tell- 
ng men what to do by bringing 
hem in front of you and going 
round and saying, “Do it this 
way,” is gone. They may do it as 

ey do in the Army, but they will 
hv it UMWiasutgiy. 50, the profes- 
ional managers, you men, today 
must develop the ability to get 
hings done through people. Re- 
bardiess of your echelon, whether 
ou are in the president’s office 

r down in the sixth or seventh 
bchelon, you must demonstrate 
hat you can get things done suc- 
essfully through people, and do 
t by, conscious. effort. 
Management is a basic thing. It 
Ss, an activity. It is unlike any 
bther activity. There is nothing 
pPise like it. Engineers may have 
trermay not. Doctors: may have it 
be. May not. Lawyers may have 
t,.0r,may not, but there is one 
hing; about it: you either have it 
F,, you do not have it. If you do 

have these skills; you are not 

h suceessful manager. It is a lead- 
brship function. It is the idea of 
human beings following leader- 
ip through objectives, through 

blanning, through organizing, 
rough delegating, through re- 

jewing and through controlling. 
hat is vour job, and it will lead 
o successful authority and more 
esponsibility. 

‘Management must always act, 
vever react. Never react. Act. 
et somebody else react. You 

st guide the future, not let the 
uture guide you. 

We won World War II through 
nowledge and training in the 
Army and at home by doing things 
e never knew anything about 
tnd which we never saw before, 
hncl we had to do it in a hurry. 
t was management, and from that 
prang the greatest development 
bf management that the world has 
bver known. 


Professional Managing Plans 
Ahead 


I don’t fear ror the success of 
bur country because the profes- 
ional 
orporations are planning the fu- 
ure. They don’t decide what is 
hoing to happen in January or 
December. They decided that three 
ears ago. It may fluctuate as all 
hings do in private enterprise. In 

competitive enterprise, it may 
Tuctuate; and well can, and per- 
aps well should, but management 
should guide the future and not 
be guided to it. 

You must think optimistically. 
anagement is destined to suc- 
eed. We must be optimistic in 
he railroad industry at this most 
essimistic point in our history, 
because if we are, we can plan 
bur future. And if one manage- 

ent doesnt succeed, get another 
lanagement. 

We are destined to succeed col- 
ectively because we are an in- 
justry. If we handle our problems 
nd recognize them, we can be- 
‘ome once again a great industry, 
ut we will never do it unless we 
plan it. 


Management, as you know, is 
ecoming more complex all the 
ime. Years ago, you used to be 
ble to say, “I got here. Now I 
an take it easy,” but you can’t. 
Ajl of a sudden, something is go- 
ng around the earth. Do you have 
0 know about it? Of course, you 
io, because of its effect, directly 
and indirectly. 

The management philosophy is 
he development of the individual. 
f you can develop yourself and 
hose individuals responsible to 
you, you have the secret of man- 
Agement. 

I hope the railroad industry will 
ecognize that this opportunity to 
plan the future is Open to it, and 
nder the present leadership of 
some of the open minds in the 
ailroad industry, we will plan it, 
and plan it successfully. 
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counts, service credit and single payment loans went up $16,000,000 
to a total of less than $9,900,000,0U0. 


This brought total consumer debt to $43,000,000,000 on Sept. 30 
nearly $3,000,000,000 above a year ago. 

Customers paid back $3,200,000,000 in their instalment debt 
during September, compared with a payback of $3,300,000,000 in 
August and $3,100,000,000 in September of 1956, the board said. 


Turning to crude oil production, it was noted that output was 


close to that of a week earlier, but was 4% less than a year ago. 


Oil producers anticipate that oil demand in 1958 will be over 3% 
higher than it was this year. The most considerable year-to-year 
Sains in electric power output occurred in the West Central States, 
up 7.2%; and. in the Southeast, up 5.2%. 

The automotive industry last week placed 50° of its assem- 
_bly- plants. on an overtime basis, “Ward’s Autemotive Reports” 
reported on Friday last. 

Despite steaay weekly gains in its operations, the industry 
fell short of its 349,000-unit October production target, due to 
strikes, building an estimated 323,000 cars. 

Scheduled for a 23% jump, United States passenger car out- 
put. was counted by “Ward’s” at 129,106 units the past week as 
against’ 104,987 in the weck preceding. The same 1956 period 
netted 117,583 units. 

Scheduling Saturday car output last week were 13 Ford, 
six Chevrolet, four Buick-Pontiac-Oldsmobile branch assembly 
plants and the Los Angeles unit of Mercury. 

“Ward’s” added, however, that plans for a 90% jump in the 
incustry’s November prcduction over October are threatened by 
the continuing strike at General Motors Corp.’s hydra-matic trans- 
mission plant, closed since Oct. 7. 

Oldsmobile, Pontiac and Cadilluc, now building 17.000 cars 
weekly, depend upon the Ypsilanti, Mich., transmission plant for 
all of their. automatic transmissions, installed in 95% of their 
combined output. 

The statistical agency said that weekly output is returning 
to the pre-changeover pattern with General Motors taking 44.7%, 
Ford 32.9%, Chrysler 18.1% and American Motors and Stude- 
baker-Packard 4.3% of the past week’s volume. 

Truck production a week ago held steady, totaling 21,561 units 
compared with 21,543 in the prior week and is currently estimated 
at 91,500 units for entire October. ‘The month’s production goal 
was. 33.460. 

“Ward’s” said that Buick, which reached a last-minute strike 
settlement with the union last week, operated at a seven-month 
high. . 

On. Friday the industry marked the completion of the 500,- 
090,000th passenger car. 

Yor the 13th consecutive month the consumers’ price index, 
compiled by the United States Bureau of Labor Statistics, rose to a 
record high in September, but the month-to-month increase was 
the smallest since November. It stood at 121.1 (1947-49=1060) in 
September. The index was 0.2% higher than August and 3.4% 
above the September 1956 level. Increases in prices on housing 
and ‘apparel offset decreases in food cost. Some Government of- 
ficials expect the consumers’ price index to remain at the same 
level for the rest of the year and possibly decline in January. 


Steel Operations Eased This Week to 78.7% of 
Ingot Capacity 

Many observers pelieve stecl demand ‘vill keep production 
at about its current rate for the rest of this year and perhaps well 
into 1958, “Steel” magazine declared on Monday of the current 
week. 

If mills continue to opcrate at about 80% of capacity, the 
year’s steel yield would be between 114,500,000 and 115,000,000 net 
tons. The revord is 117,000,000 tons in 1955 and the second best 
was the 115,000,000 tons made in 1956. 

The scrap merket is reflecting such thinking, according to 
the weekly magazine of metalworking. Prices of steelmaking 
scrap. are dropping at a time when they normally rise and material 
is beginning to pile up in the yards as consumers stay on the 
sidclines. 

“Steel’s” scrap price composite dropped $1.50 last week, low- 
ering it to $35.32 a gross ton. It is.almost $30 velow what it was 
at the start of the year. 

Some steel producers last week noted a decline in their in- 
coming orders and a few cancellations. Others are reporting a 
slight improvement in new business. Except for wide flange 
beains and heavy plates, mills are current on deliveries. 

Producers are striving to give the quickest possible delivery, 
lest orders be lost to competitors. Knowing they can get quick 
delivery, consumers see no reason to have money tied up in large 
stocks of raw material. Users in states wnich have year-end in- 
ventory taxes are especially eager to keep stocks low. 

To be able to provide quick delivery, mills have been build- 
ing up their stocks of semi-finished steel in the last four to six 
weeks. With that activity finished, the ingot rate will more nearly 
reflect receipts of new orders. 

The ingot production rate will be a trifle lower than it was 
even though the flow of new orders holis steady. This decline 
has been apperent in the last twc weeks. The rate slipped off 2 
points. In the first week, it declined from 81% to 79.5% of 
capacity. In the week ended Nov. 3, operations edged down to 
76%: The yield was abcut 2,022,000 net tons. 

Production in October, a 3l-day month, came to about 9.200.- 
000 net tons of steel for ingots and castings, compared with 
8.995.000 tons in September, a 30-day month. But September had 
a larger daily average production. October production raised the 
total for the first 1C months to around 96,900,000 net tons. 


The American Iron and Steel Institute announced that the 
operating rate of steel companies, having 96.1% of the steel- 
making capacity for the entire industry, will be an average of 
78.7% of capacity for the week beginning Nov. 4, 1957, equivalent 
to 2,015,000 tons of ingot and steel for castings, as compared with 
79.7% of capacity, and 2,041,000 tons (revised) a week ago. 


The industry’s ingot production rate for the weeks in 1957 is 
based on annual capacity of 133,495,150 tons as of Jan. 1, 1957. 


For the like week a month ago the rate was 82.2% and pro- 
duction 2,105,000 tons. A year ago the actual weekly production 
was placed at 2,463,000 tons or 100.1%. 


The operating rate is not comparable because capacity is 
higher than capacity in 1956. The percentage figures for 1956 are 
based on an annual capacity of 128,363,090 tons as of Jan. 1, 1956. 


Electric Output Made Further Gains Last Week 


The amount of electric energy distributed by the electric light 
and power industry for the week ended Saturday, Nov. 2, 1957, 
was estimated at 11,860,000,000 kwh., according to the Edison 
Electric Institute. Output the past week registered further gains 
over the previous period. 


The past week’s output rose 73,000,000 kwh. above that of 
the previous week and advanced by 373,000,000 kwh., or 3.2% 


above that of the comparable 1956 week and 1,007,000,000 kwh. 
over the week ended Nov. 5, 1955. 


Car Loadings Hold to Downward Course in Latest Week 
By Declining of 13.8% Below 1956 Period 


Loadings of revenue freight for the week ended Oct. 26, 1957, 
were 23,124 cars or 3.2% under the preceding week, the Associa- 
tion of American Railroads reports. 


Loadings for the week ended Oct. 26, 1957, totaled 703,688 
cars, a decrease of 113,115 cars, or 13.8% below the corresponding 
1956 week and a decrease of 125,960 cars, or 15.2% below the cor- 
responding week in 1955. 


U. S. Auto Manufacturers Placed Half of Their 
Assembly Plants on an Overtime Basis Last Week 


Automotive output for the latest week ended Nov. 1, 1957, 
according to “Ward’s Automotive Reports,” registered steady 
weekly gains in its operations with car manufacturers placing 
half of the industry’s assembly plants cn an overtime basis. 

Last week’s car output totaled 129,106 units and compared 
with 104,987 (revised) in the previous week. The past week’s pro- 
duction total of cars and trucks amounted to 150,667 units, or an 
increase of 24,137 units above that of the preceding week’s out- 
put, states “Ward's.” 

Last week’s car output advanced above that of the previous 
week by 24.119 cars, while truck output advanced by 18 vehicles 
during the week. In the corresponding week last year 117,583 
cars and 15,837 trucks were assembled. 

Last week the agency reported there were 21,561 trucks made 
in the United States. This compared with 21,543 in the previous 
week and 18,837 a year ago. 

Canadian output last week was placed at 6,360 cars and 1,451 
trucks. In the previous week Dominion plants built 4,852 cars 
and 1,243 trucks.and for the comparable 1956 week 6,005 cars and 
1,672 trucks. 


Lumber Shipments 2.4% Above Output in Week 
Ended Oct. 26th 


Lumber shipments of 496 reporting mills in the week ended 
Oct. 26, 1957, were 2.4% above production, according to the Na- 
tional Lumber Trade Barometer. In the same period, new orders 
were 5.0% below production. Unfilled orders amounted to 28% of 
stocks. Production wes 2.2% below; shipments 2.7% below and 
new orders were down 2.3% from the previous week and 13.2% 
below the like week of 1956. 


Business Failures Show Noticeable Decline from 
Year Ago in Latest Week 


Commercial and industrial failures fell to 250 in the week 
ended Oct. 31 from 281 in the preceding week, Dun & Bradstreet, 
Inc., reports. While casualties were noticeably lower than last 
year when 271 occurred, they remained moderately above the 237 
in the comparable week of 1955. Some 21% fewer businesses 
failed than in pre-war 1939. A total of 318 were recorded for the 
corresponding week of that year. 

The decrease occurred in failures involving liabilities of 
$5,000 or more, which dipped to 207 from 239 in the previous week 
and 231 last year. In contrast, small casualties, under $5,000, edged 
up to 43 from 42 a week ago and 40 in 1956. Liabilities in excess 
of $100,000 were incurred by 16 of the failing concerns, the same 
number as in the preceding week. 


Wholesale Food Price Index Makes Further Slight 
Gain the Past Week 


There was a further slight rise in the Dun & Bradstreet 
wholesale food price index last week. The index went from $6.14 
on Oct. 22, to $6.16 as of Oct. 29. This was the highest in five 
weeks, and it represents an increase of 3.4% above the compar- 
able level of $5.96 at this time a year ago. 

Commodities advancing in wholesale price the past week 
included flour, wheat, rye, oats, hams, cottonseed oil, cocoa, eggs, 
potatoes, raisins and lambs. Declines occurred in corn, bellies, 
lard, butter, sugar, coffee, peas and hogs. 

The index represents the sum total of the price per pound 
of 31 raw foodstuffs and meats in general use and its chief func- 
fion is to show the general trend of food prices at the wholesale 
level. 


Wholesale Commodity Price Index Held to Lower 
Trend and Declined for Eighth Straight Week 


There was another moderate decline in the general commod- 
ity price level the past week, with much of the decrease attributed 
to lower prices on steel scrap, grains and some livestock. This 
was the eighth consecutive weck-to-week decrease in the index. 
On Oct. 28 the daily wholesale commodity price index, compiled 
by Dun & Bradstreet, Inc., stood at 277.07, a new low for 1957 
and compared with 278.25 a week earlier and 293.27 on the com- 
parable date last year. : 

The easing of international tension in the Middle East and a 
noticeable decline in the stock market resulted in a moderate 
decline in grain futures prices. Although prices dipped consid- 
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erably at the beginning of the week, they revived somewna: ai 
the end of the period. Prices on scybeans fell sharply as buying 
Slackeneu. Week-to-week decreases in rye futures were notice- 
able. 

Grain wholesalers reported a marked reduction in trading in 
wheat and prices fell moderately. Prices on corn aid oats were 
close to those of the preceding week. Flour buying was sluggish 
during the week as most buyers reported high stocks. Futures 
prices slipped somewhat. While there was an upsurge in flour 
exports to Brazil, an expected rise in bookings from Viet Nam 
again failed to materialize. Flour raceipts at New York railroad 
terminals on Friday of the preceding week totaled 55,620 sacks, 
with 42,300 for export and 153,320 for domestic use. 

telped by cooler weather, rice buying improved during the 
week and prices were sustained at wcek earlier levels. Weather 
conditions in growirg areas were favorable for harvesting. Domes- 
tic sugar trading lagged and futures prices continved at levels of 
the preceding week. Although wholesalers reported a slight 
decline in coifee buying last week, futures prices equalled those 
of a week earlier. 

Cocoa purchases were sluggish, but prices climbed fraction- 
ally. Arrivals in the United States for the season to date amounted 
to 2,755.564 bags comparec’ with 3,457,502 bags in the similar 
period last year. During the week warehouse stocks dipped some- 
what to 215,673 bags in New York. 

For the third consecutive week hog prices declined. Trading 
Jagecd and receipts in Chicago were the ‘highest since January. 
A slight increase occurred in cattle prices, as trading improved. 
Cattle receipts expanded noticeably over those of the prior week, 
but were slightly less than 2 year ago. Both prices and purchases 
of sheep and lambs fell moderately. Following the decline in hoz 
prices, lard futures prices fell noticeably. 

Continued untavorable weather in the Cotton Belt resulted 
in increased trading last week and prices rose modestly again. 
A trade prediction indicated that the official cotton crop forecast 
would snow output of about 12,160,000 bales. The Oct. 1 forecast 
of the United States Depariment of Commerce estimated a crop 
of 12,401,000 bales. The Census Bureeu reported that for the year 
through Oct. 18, 4,179,000 bales of cotton have been ginned com- 
paied with 8,021,000 bales in the similar period last year. Exports 
for the season through Oct, 22, totaled about 1,079,000 bales com- 
pared with 1,421,000 bales a vear ago. 

There was a slight improvement in transactions in cotton gray 
goods, with principal gains in print cloths and broadcloths. Trad- 


ing in woolens slackened and prices were somewhat below those 
of the prior week. 


Trade Volume Rose Slightly in Latest Week and 
Equalled That of Year Ago 


Despite numerous sales promotions, consumer buying of home 
furnishings lugged the past week as volume declined moderately 
below a year ago. Cool weather encouraged interest in men’s and 
womens apparel and in some lines slight year-to-year vains 
occurred. Sales of new passenger cars were sustained at the level 
of the previous week. Tota! retail trade was slgntly higher inan 
a week earlier and equalled that of a year ego. ? 

The totai dollar volime of retail trade in the period ended 
on Wednesday of last week was from 2% below to 2% higher 
than a year ayo, according to estimates by Dun & Bradstreet. Lie. 
Regional estimates vavied from the comparable 1956 levels by the 


following vercentages: East North Central States 0 to +49: 
Pacific Coast —1 to +3: New England, Middle Atlantic and 


Mountain —2 to +2; West North Central, East South Central and 
bg South Central —3 to +1 and South Atlantic States —4 to 
“0. 
Apparel stores reported slight gains in purchases of women's 
coats, sporiswear and fashion accessories, while interest in dresses 
and suits slackened. Best-sellers in girls’ clothing were sweaters 
and skirts. There was a moderate rise in the buying of men’s 
suits and topcoats, but the call for furnishings lagged. With in- 
crcases in sports jackets and slacks, volume in bovs’ apparel was 
moderately above that of a year ago. . 
Noticeable declines in 


purchases of television sets, major 
appliances and : 


lamps pulled total volume in household voods 
wh that of both the prior week and the correspond- 
ing 1956 period. The cail for furniture and floor coverings was 
close to that of a year ago, but retailers of draveries and slipcov- 
ers reported fractional year-to-year decreases. Purchases of lin- 
ens, blankets and towels were close to those of last year. 
; While transactions in carpet wool improved somewhat, trad- 
ing in woolens and worsteds was sluggish again during the week 
Despite some scattered orders for print cloths, total ‘volume in 
cotton gray goods was unchanged. There was a noticeable decline 
in purchases of combed cotton yarns. Another moderate rise was 
reported in the call for wide industrial fabrics and man-m: Je 
fibers. ial 

Total vuying cf food remained a 
week. 

Department store sales on a 
from the Federal Reserve Board's 
26,1957, declined 1% 


t the level of the previous 


country-wide basis as taken 
'S index for the week ended Oct. 
from the like period last year. In the pre- 


coding week, Oct. 19, 1957, a decrease of 1% (revised) was 
reported. For the four weeks ended Oct. 26, 1957. a decline of 1% 
was reported. For the period Jan. 1. 


1957 to Oct. 26. 
was registered above that of 1956. 

Me Ri tail trade volume in New York City last week showed no 

change from the like period a year ago, store executives reported. 

According to the Federal Reserve Board’s i c 

. : sard’s index, 

store sales in New Y 1 “ 


increase of 2°, 1957, an 


eo : eral department 
a~ hw | v York City for the weekly period ended Oct. 26, 
~ di increased 1% above that of the like period of last year. In 
the preceding week, Oct. 19, 1957, no chanee (revised) was 
reported. For the four weeks ending Oct. 26, 1957 2 decrease of 
20,7 7) a 2 ; + P ; 7 : vn , 

3% was registered. For the period of Jan. 1, 1957 to Oct. 26, 1957 
the index recorcied a gain of 2% above that of the corresponding 
period of 1956. 
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What Is ‘‘Our Business’’ 
In the Insurance Industry? 


wages, but rather to expand em- 
ployment. “Theoretical,” some will 
say, but I have known of stranger 
things to happen. 

All of this is merely to say that 
there do seem to be reasonable 
doubts that all economic theories 
of the past are outmoded and that, 
after all, the principal factor is 
man himself, and the psychology 
of the people. I wonder if, at 
times, we might not all be better 
off if we were not quite so logi- 
cal—if we made up our minds as 
to what we desired in our hearts, 
and then went forward to accom- 
plish it? “Idealistic’ you may say 
—well, what is wrong with that’ 
Let us not be afraid of being 
idealistic in our outlook. If enough 
of us think these things are 
worthwhile, we can bring them 
about. 


The People-to-People Program 
The second of the subjects has 
to do with our relations with peo- 
ple in other countries, but, much 
more than that, it has to do with 
what we, each one of us, can do 
to help our fondest dream come 
true; namely, our desire for world 
peace. This, certainly, can be con- 
sidered part of “our business,” for, 
without world peace, how can we, 
for long, have any business at all? 
Just about a year ago, Presi- 
dent Eisenhower inaugurated the 
people-to-people program at a 
White House conference. Briefly 
stated, the aim of this program 
is to do a much-needed job in 
international relations by enlist- 
ing the friendship-making and 
opinion-molding capacities of in- 
dividual Americans from all walks 
of life in order that they and in- 
dividuals in other countries may 
become mutually better ac- 
quainted. The end in view is to 
make friends and thus help to 
build—to insure, if you will—the 
road to enduring peace. Wars are 
not fought between friends, 
During the past few decades the 


boundaries of this earth have 
shrunk to almost. infinitesimal 
proportions, and now has begun 
an era of shrinking outer space 
as well. In the world of today 
no country and no people is an 


island unto itself. As individuals, 
we are all bound together. The 
desperate need is that we become 
better acquainted with those of 
other lands, and they with us. 


The Key to Peace 
The concept of this program, 
like all great concepts, is a very 


simple one. It is merely that, 
among all the peoples of the 


world, there is a universal yearn- 
ing for peace. The stumbling 
block, however, is that some na- 
tions, as such, do not trust each 
other. They are suspicious of each 
other’s motives, and the problem 
is how to allay those suspicions. 
In opening the White House con- 
ference, President Eisenhower 
said: 

“If we are going to take advan- 
tage of the assumption that all 
people want peace, then the prob- 
lem is for people to get together 
and to leap governments — if 
necessary to evade governments— 
to work out not one method but 
thousands of methods by which 
people can gradually learn a lit- 
tle bit more of each other.” 

Every dollar we spend for de- 
fense—every atom bomb we can 
build, every plane, every ship, 
every gun—is wholly negative. 
These are purely and simply a 
means of buying time, for they 
are designed only to prevent 
physical aggression against us: we 
will not employ them for attack. 
We use them to hold off potential 
enemies until peaceful ideas take 
hold and make them unnecessary. 


, In today’s basic world battle of 
ideas and ideologies, what gov- 
erninents do and say is important, 
but the sum-total of what in- 
dividuals do and say is decisive. 
Government actions and govern- 
ment statements are often suspect, 
but the actions and statements of 
individual citizens are universally 
accepted as a true measure of the 
attitude and the atmosphere of 
the country from which they 
come. In any event, we could not 
begin to have enough people in 
government service to do the job 
adequately. 

Widespread Representation 

At the conclusion of the White 
House conference, the President 
urged the appointment of 42 com- 
mittees, composed of individuals 


representing most phases of 
American life. Each committee 


was to function in a different 
area of the nation’s business, pro- 
fessional, social and cultural life; 
each was expected to undertake 
certain activities to further the 
program; each was to solicit the 
active participation of all citizens 
in. the area which it embraced; 
and each was to be wholly auton- 
omous, managed only by private 
citizens, spending private funds 
and not controlled, in any sense, 
by government. 

Now, let me outline briefly 
what those of us of the insurance 
committee have been trying to do, 
our committee represents all lines 
of insurance, accident and 
health, casualty, fire and life in- 
suranee,—both stock and mutual. 





Insurance Committee Activities 

Our committee, at its initial 
meeting last December, decided 
upon a concrete program of spe- 
cilic things which it recommended 
could be undertaken by the in- 
surance companies, and by insur- 
ance personnel as_ individuals. 
We sent a lettcr in March of this 
year to the presidents of the 5,000 
insurance companies throughout 
the country endeavoring to enlist 
their support in furtherance of 
this undertaking. This letter sug- 
gested specific activities which 
might appropriately be under- 
taken and urged active participa- 
tion in the people-to-people pro- 
gram. Among the enclosures with 
this letter, was a little leaflet en- 
titled, “What We Can Do.” In 
down-to-earth fashion, this leat- 
let sets forth some of the things 
which insurance companies and 
insurance people can do to help 
carry Out the program. Many of 
you received this letter and the 
leaflet, but I well know how such 
matters can get sidetracked under 
the pressure of our day-to-day 
operations, So, as a reminder, 
copies of the leaflet are avail- 
able. ... 

A second letter was sent to the 
same addressees in August. This 
letter outlined some of the activ- 
ities of the other 41 committees, 
described in detail the activities 
of one company, and appealed 
for the assistance of each com- 
pany in carrying out the aims of 
the insurance committee. 


What Has Been Done? 

What have tne insurance com- 
panies and their employees actu- 
ally done to implement the peo- 
ple-to-people program? Here are 
just a few of the things acconi- 
plished to date: 

House Organs — Many compa- 
nies in all parts of the country 
have sent to the Committee copies 


of their house organs in which 
articles appear describing the 
People-to-People Program and 
suggesting specific activities for 
their Employees. 

Letter Writing — Many com- 
panies have urged their em- 


ployees to communicate with let- 


ters abroad and with the Interna- 
tional Friendship League, Inc., 
and these employees are now reg- 
ularly correspending with new- 
found friends abroad. 

Books and Magazines—At least 
one casualty company and three 
life insurance companies are 
planning book collection drives in 
their home offices during the re- 
maining months of 1957. We have 
recently undertaken a drive in 
our own home office to supply 
books to seven libraries just being 
founded in the new Republic of 
Sudan. 

American Bookshelves—A num- 
ber of Companies have arranged 
for the placing of American Book- 
shelves in Libraries, Schools and 
Hospitals in foreign countries. 
Such bookshelves are available in 
ready-made units (99 volumes) 
through CARE, at a cost of $30 
each. 

Hosts to Exchange Students — 
The Home Office of one Insurance 
Company will be visited by some 
30 Foreign Students during the 
next few weeks, when they will 
have the opportunity to observe 
Americans in their daily work 
for periods of two to four weeks. 
Company Employees will enter- 
tain the Students in their homes. 

Hosts to Foreign Visitors — At 
least four Companies have ar- 
ranged for the entertainment of 
foreign. visitors to the United 
States: many others have set up 
conducted ‘tours: throughout: Home 
Offices and around the cities 
where their offices are located. 

The President of one large In- 
surance Company has served as 
Chairman of a Committee to en- 
tertain Diplomats and those Con- 
sular Officials assigned to posts in 
his State. 

The President of another Insur- 
ance Company has entertained 
Guests from Poland and India. 

Homes for Refugees—The Em- 
ployees of several Companies have 
welcomed Hungarian Refugees to 
their homes for periods up to 
several months. 

Personnel Exchanges — Several 
Companies are currently arranging 
for the exchange of one or more 
of their Employees with the Em- 
ployees of Insurance Companies 
overseas. 

These are only some of the 
things which have been done. Il 
am sure that insurance ingenuity, 
which has devised so many things, 
will suggest others. We thank you, 
if your company is one which has 
undertaken some of the activities 
in this field. It is the Committee’s 
hope that many more companies 
will undertake similar projects. 

A Patriotic Program 

You will be hearing a great 
deal more about the people-to- 
people program, particularly dur- 





ing the next few months. I cannot | 


stress too strongly my conviction 


that this is a patriotic program | 


worthy of your most earnest con- 
sideration and continued support. 
We can preserve our freedom and 
attain a lasting peace only if we 
deem greater dreams than those 
of the totalitarian 
then only if we have the courage 
and the perseverance to make them 
come alive. It is vital that we 


despots—and - 


win the friendship of peoples of - 


other nations; it will strengthen 
the cause of freedom, mutual 


understanding, and peace: and it | 


will help to lessen the difficult 
tensions in the world of today. 
Our battle is, indeed, a battle of 


men’s minds, A fight for their 
loyalties and friendships — on a 
scale so vast that what might 


once have been the most remote 
corner of the earth may now be 
an important battleground. 


A Program for Everyone 
In this people-to-people pro- 
gram we are not asked to propa- 
gandize anything. We are asked 


only to tell the truth and to make 
as many friends as we can in for- 
eign countries, personally and by 
correspondence. 

I hope that all play a part in 
this program: it may well be the 
greatest crusade of 


all time. I£ 
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there are enough of us willing to 
give just a reasonable amount of 
thoughtful time to this project, 
the results can be decisive. 


No final answer has yet been 
given in today’s great conflict of 
ideologies; the decision is still in 
the making; it is slowly and in- 
exorably being worked out. When 
it comes, as it inevitably will, it 
will reflect the attitudes and 
opinions—not of Dictators or even 
of legislative bodies—but of the 
millions of individual men of all 
nations who have managed, some- 
times against overwhelming odds, 
to make their voices heard in the 
cause of friendship and inter- 
national understanding. 

My plea is that each of us per- 
sonally, resolves to play a part in 
this crusade to promote, with an 
informed mind and an _ under- 
standing heart, this people-to- 
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people program, which is in effect, 
a crusade to advance, throughout 
the world, the brotherhood of 


man. 
Conclusion 


The questions I have mentioned 
are serious ones for insurance 
business; I know we will all give 
them our most earnest thought. 
We must make certain that the 
life insurance business merits and 
continues to justify the reputation 
it enjoys and the confidence and 
the trust reposed in it by its 
policyholders. 

The problem of inflation is, in 
essence, a moral one; simple, 
honesty requires that we do all 
within our power to preserve our 
country from its ravages. 

It is equally “our business” to 
help the cause of peace in the 
concrete ways made known to us 
by the people-to-people program. 
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All Dividends Ont of Capital 
“Tax-Free Dividends’’? 


taxability of dividend distribu- 
tions to shareholders. The question 
which prompted the ruling. was 
whether the amortization of the 
tax cost of emergency facilities 
over a 60-month period reduced 
earnings and profits to the extent 
of such amortization. Without dis- 
cussing the various pros and cons 
of the problem, and without citing 
any decision or rulings in point, 
it was held that for both invested 
capital and dividends the earnings 
and profits are reduced by the 
amortization of the tax cost of the 
emergency facilities. We know 
that the World War II excess 
profits tax precipitated the ruling 
and, we can certainly guess that, 
the reason for the ruling, was 
to protect the Federal revenues by 
reducing the excess profits tax 
credit of corporations holding 
certificates of necessity. 

On June 7, 1957, the Federal 
Power Commission sent question- 
naires to certain electric public 
utilities with respect to the receipt 
and use of certificates of necessity 
providing for a 60-month write- 
off of the certified portion of 
emergency facilities and the por- 
tion of the 1955 dividends 
“deemed exempt from Federal in- 
come tax.” That information was 
obtained by the Federal Power 
Commission pursuant to the re- 
quest made by the Antitrust and 
Monopoly Subcommitiee of the 
Senate Judiciary Committee, 
which as you know, held hearings 
last summer with respect to the 
granting of so-called accelerated 
tax amortization certificates to 
regulated industries. 


Tax-Free Dividend Charges 


Many statements were made be- 
fore the Committee and in the 
press indicating that the use of 
umortization of emergency facili- 
ties resulted in an unintentional 
windfall to the shareholders of 
the recipient companies. Indeed, 
Senator Morse had printed in the 
Congressional Record of July 24, 
1957, statements made by Drew 
Pearson in his column entiitled 
“Tax Loopholes.” Part of his 
column stated as follows: 


Tax Loopholes 


“The administration would like 
to hush it up, but several utility 
companies have been milking the 
Federal Treasury to pay their 
stockholders huge, tax-free divi- 
dends. 

“Money that normally would 
have been paid in taxes went 
instead to the stockholders under 
the Government’s tax-amortiza- 
tion program. The private power 
companies were granted fast tax 
write-offs supposedly to encour- 
age industrial expansion for de- 
fense purposes. Instead, the com- 
panies pair their stockholders 
hardsome dividends. 

“What's even more amazing, the 
stockholders didn’t pay a penny 

















































































income tax on these dividends. 
The companies claimed the money 
was ‘returned capital,’ or, in 
other words, a refund on the 
original investment. 


“Therefore the companies con- 
tended the dividends were tax 
free.” 

Last February I presented a pa- 
per before the Taxation Account- 
ing Committees of the American 
Gas Association and Edison Elec- 
tric Institute, covering some prob- 
lems involved in the computation 
of earnings and profits. At that 
meeting we considered many tech- 
nical aspects of the various tax 
problems involved in determining 
for Federal income tax purposes, 
the portion of dividend distribu- 
tions which are considered as a 
return of capital. Since that time, 
as we have all witnessed, the sub- 
ject of “dividends out of capital” 
or “tax-free dividends” has re- 
ceived a tremendous amount of 
publicity and indirectly some Con- 
gressional action, for, as you 
know, on Aug. 26, 1957 the Presi- 
dent signed Public Law 85-165 
(H. R. 232) which permits the is- 
suance of certificates of necessity 
providing for the amortization of 
emergency facilities only for faci- 
lities that will provide new or 
specialized defense items or will 
provide research or experimental 
services for the Department of 
Defense and the Atomic Energy 
Commission. Furthermore, the au- 
thority to issue any certificates of 
necessity will expire on Dec. 31, 
1959. 

As is usually the case, when dis- 
cussing tax matters, the subject 
presented is not only highly tech- 
nical but in many cases extremely 
difficult of solution. 

Certain matters should be made 
clear at the outset. Dividends re- 
ceived by an individual share- 
holder are subject to regular in- 
come tax rates, except for the $50 
exclusion and the 4% dividends 
received credit. Dividends re- 
ceived by corporations are subject 
to only a 7.8% effective rate. Divi- 
dends received by insurance com- 
panies are subject to only nominal 
tax, and dividends received by 
qualified pension trusts and foun- 
dations are exempt from tax. The 
tax treatment of the receipt of 
a dividend will vary according to 
the tax status of the recipient at 
the time. 

The word “dividends” is a de- 
fined term. It is defined in the 
Internal Revenue Code to mean a 
distribution by a corporation to 
its shareholders out of “earnings 
and profits” of the taxable year or 
out of “earnings and profits” ac- 
cumulated after Feb. 28, 1913. Not 
only is the word “dividend” a 
statutory term which requires 
construction, the definition itself 
uses the phrase “earnings and 
profits” which is a statutory 
phrase, again requiring construc- 


tion andinterpretation, The 
phrase “earnings and profits” is a 
Federal income tax statutory 
phrase and has nothing whatso- 
ever to do with the earned surplus 
as shown on the company’s books. 
If there is any close relationship 
between the two figures it will be 
merely a matter of coincidence. 

Dividends out of capital are 
those dividends paid by a corpo- 
ration out of other than “earnings 
and profits” which are treated for 
Federal income tax purposes as a 
partial return of capital. If the 
dividend is paid out of other than 
earnings and profits and is treated 
as a partial return of capital, the 
tax cost of the stock is reduced by 
the amount so treated and if the 
amount received exceeds the tax 
cost, then the excess is treated as 
a capital gain and, if the stock has 
been held for more than six 
months, the 50% deduction applies 
or the alternative tax of 25% is 
applicable. 

Any dividends paid from earn- 
ings or profits earned or increase 
in value of property accrued prior 
to March 1, 1913, are entirely ex- 
empt from Federal income tax. 


Dividends Out of Capital 


The reports made by electric 
public utilities to the Federal 
Power Commission last summer 
showed that many of such compa- 
nies paid dividends out of other 
than earnings and profits in 1955. 
The percentage of the dividend 
distributions which were not sub- 
ject to ordinary income tax varied 
from something under 1% to as 
high as 87%. The fact that many 
companies were making such dis- 
tributions was not new. The fi- 
nancial services have been carry- 
ing the information for the last 
several years and many of you 
have probably had to answer 
questionnaires received from se- 
curity analysts with respect to the 
percentage of dividends which you 
anticipate in the future will be 
subject to other than ordinary in- 
come tax treatment in the hands 
of your shareholders. 


There are many reasons why 
some public utilities, subject to 
regulation by the Federal Power 
Commission or State Commissions, 
have been paying dividends to 
their shareholders out of other 
than earnings and profits. That 
is because many items are treated 
cifferently for Federal income tax 
purposes than for book purposes 
under the prescribed uniform sys- 
tem of accounts. Perhaps the big- 
gest differences involve amortiza- 
tion and depreciation. For exam- 
ple, if a company elects amortiza- 
tion of emergency facilities, which 
provides a fast write-off over a 
60-month period for Federal in- 
come tax purposes and uses nor- 
mal straight line depreciation for 
book purposes, there will result 
earnings and profits below book 
net income even though the dif- 
ference is normalized by the use 
of deferred tax accounting per 
books. A similar result obtains in 
the case of an election to use ac- 
celerated depreciation for Federal 
income tax purposes, normal de- 
preciation per books and the nor- 
malization of the difference be- 
tween accelerated and straight line 
tax depreciation by deferred tax 
accounting per books. 


There is an abundance of his- 
tory involved in this subject which 
antedates the issuance of certifi- 
cates of necessity during World 
War II. That did not start the 
problem. It started many years 
before, and indeed, some compa- 
nies were in the position of paying 
dividends out of other than earn- 
ings and profits in the late ’20s 
and °’30s. Many public utilities 
have claimed deductions for or- 
dinary depreciation for Federal 
income tax purposes in amounts in 
excess of the deprication deduc- 
tions taken in computing net in- 
come per books. 

In addition, there are various 
other items which readily come to 
mind which are treated differently 
for Federal income tax purposes 
than per books in the case of some 


companies. For example: (1) in- 
terest during construction — de- 
ducted currently for tax purposes, 
but capitalized per books, (2) por- 
tion of contributions to pension 
trusts relating to pension costs ap- 
plicable to construction—deducted 
currently for tax purposes, but 
capitalized per books, (3) portion 
of taxes including payroll taxes, 
state sales and use taxes applic- 
able to construction — deducted 
currently for tax purposes, but 
capitalized per books, (4) losses 
on property abandoned during the 
taxable year—deducted currently 
for tax purposes, but charged to 
the depreciation reserve for book 
purposes, and (5) intangible drill- 
ing costs—deducted currently for 
tax purposes, but capitalized per 
books and depreciated over the 
life of the property. This list is 
not all inclusive and there may 
be many others in tracing back the 
accounting history of a company. 

These differences between book 
and tax net income to which I 
have related result from the ap- 
plication of different rules of law 
and regulation. The Federal in- 
come tax law must be followed 
for Federal income tax purposes, 
but for book purposes the regu- 
lated companies must follow the 
prescribed uniform system of ac- 
counts and the orders of the reg- 
ulatory commissions having juris- 
diction. 


Taxable Net Income Is Not 
Earnings 

We have considered some of the 
differences between taxable net 
income and book net income. Once 
taxable net income is computed 
there are numerous adjustments 
that must be made in order to ar- 
rive at a company’s earnings and 
profits. Earnings and profits in- 
clude tax-free interest. Losses and 
expenses which are disallowed as 
deductions for income tax pur- 
poses, nevertheless, reduce earn- 
ings and profits. A large deduc- 
tion may be in dispute. A company 
is required to use cost depletion 
for the purpose of computing 
earnings and profits even though 
percentage depletion has been 
used in computing the company’s 
taxable net income. In determin- 
ing dividends paid, proper consid- 
eration must be given to the date 
of declaration. Federal income 
taxes are deducted on an accrual 
basis and proper consideration 
must be given to the effect of con- 
tested taxes and subsequent defi- 
ciencies or refunds in taxes. Con- 
tributions in aid of construction 
have been excluded. 

Any corporation which has been 
in existence for many years will 
have additional problems result- 
ing from mergers, consolidations, 
liquidations, acquisition of assets 
for either cash or stock. During 
consolidated return periods the 
treatment of transactions between 
affiliated companies in determin- 
ing the earnings and profits of 
each company is entirely different 
from the determination of con- 
solidated taxable net income of 
the group or the adjustment re- 
quired to be made for Federal 
income tax purposes, 


What Are “Earnings and Profits”? 

The phrase “earnings and prof- 
its” has been in the Federal in- 
come tax law ever since its orig- 
inal effective date on March 1 
1913. Nevertheless, there are still 
numerous areas in which there 
exists no published authority. We 
have run into the phrase in con- 
nection with the determination of 
income tax credits or deductions 
of the company as well as the tax- 
ability of dividends in the hands 
of shareholders. Some companies 
in building up their accumulated 
earnings and profits have consid- 
ered the company’s experience 
under the World War I excess 
prefits tax law, the undistributed 
profits tax enacted in 1936 and 
continued through 1939, in modi- 
fied form, the World War II 
excess profits tax law, the divi- 
dends paid credit or deduction on 
certain preferred stock, and the 
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Korean War excess profits tax 
law. A company may have made 
a computation of earnings and 
profits for its own purpose, name- 
ly, its own excess profits tax 
credit or its own dividends paid 
credit or deduction. The determi- 
nation previously made with re- 
spect to such company may not 
be controlling with respect to the 
taxability of current dividends in 
the hands of your present day 
shareholders. The problem of the 
shareholder is the determination 
of the company’s earnings and 
profits for the purpose of com- 
puting the taxability of dividends 
currently made to the present day 
shareholder under the law as it 
exists today. 


For Federal income tax pur- 
poses all dividends are treated as 
paid from the most recently ac- 
cumulated earnings and profits. 
Accordingly, dividends are fully 
taxable to the extent of the cur- 
rent year’s earnings and profits 
regardless of prior deficits. There- 
fore, if your current dividend dis— 
tributions do not exceed your cur- 
rent year’s earnings and profits 
the dividends received by your 
shareholders will be fully taxable 
at ordinary income tax rates. 
However, even if that is your cur- 
rent position, a study of accumu- 
lated earnings and profits should 
be made, so that, if at a future 
date, your company finds itself in 
the position of distributing more 
than your current year’s earnings 
and profits you may readily ad- 
vise your shareholders with re- 
spect to the Federal income tax 
status of the dividends received. 
If many of the present practices 
are continued relating to amorti- 
zation of emergency facilities— 
even though no new certificates 
will be issued, accelerated depre- 
ciation, Federal income tax de- 
preciation in excess of book de- 
preciation, and other differences 
between book and tax net income 
which reduce tax net income more 
than book net income, the prob- 
lem will present itself in the fu- 
ture if it is not present today. 


Advises Careful Continuous Study 


Any prior determination made 
with respect to a company’s ac- 
cumulated earnings and profits 
should be reviewed _ carefully 
under the law as it exists today. 
That study should be kept up-to- 
date in the light of changes in 
the law either by statute, ruling, 
or court decision. Further, that 
study should be made and kept 
up-to-date from the point of view 
of the shareholder for it is the 
shareholder’s tax with which we 
are concerned. 

Once the company is in the 
position of knowing its Federal 
income tax status with respect to 
the computation of its earnings 
and profits from the shareholder’s 
point of view, then the company 
will be in a position of advising 
its shareholders promptly with 
respect to the extent of any divi- 
dend distribution out of other 
than earnings and profits. Not 
only should the utility be well 
fortified in order to substantiate 
the conclusions reached with 
respect to its computation of earn- 
ings and profits, but the utility 
should word carefully any com- 
munication addressed to its share- 
holders in this regard in order not 
to assume a responsibility beyond 
that required. 


When I. T. 3543 was issued in 
1942, I am sure the present situa- 
tion was not foreseen. However, 
that income tax ruling is still 
being followed by the Internal 
Revenue Service and is being ap- 
plied not only in the case of 
amortization of emergency facili- 
ties but also in the case of ac- 
celerated depreciation. The issu- 
ance of a ruling, which to my 
mind, was issued to protect the 
public revenues, now has the 
reverse effect. The excess profits 
tax, at least for the present, is 
gone, and the present eifect of the 
ruling is to provide a tax benefit 
to some individual shareholders. 
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Securities Now 


Alabama National Life Insurance Co. 
Oct. 2 (letter of notification) 37,783 shares of common 
stock (par 25 cents). Price—$3 per share. Proceeds— 
To selling stockholders. Office—Bessemer, Ala. Under- 
writer—Joe S. Hanson, 794 Navy Bldg., Pensacola, Fla. 


Allstate Commercial Corp., New York 

Sept. 16 filed 256,300 shares of class A common stock 
(par one cent), of which 233,000 shares are to be soid 
for account of the company and 23,300 shares for the 
account of Ben Degaetano, President of the underwriter. 
Price—$1.50 per share. Proceeds—For working capital 
to be used in realty financing activities. Underwriter— 
Midland Securities, Inc., New York. 


% American Hardware Corp., New Britain, Conn. 
Nov. 5 filed 125,000 shares of commen stock (par $12.50) 
to be offered in exchange for not to exceed 250,000 
shares of common stock of Savage Arms Corp. on the 
basis of one-half share of American for each Savage 
Arms share. The offer is conditioned upon acceptance 
by holders of not less than 100,000 shares of Savage 
Arms stock not later than Dec. 17, 1957. Underwriter— 
None. 


American Israeli Paper Mills, Ltd., Hadera, Israel 
Oct. 29 filed 6,000,000 series B ordinary shares (par one 
Israel pound per share). Price — $1 per share, payable 
either in cash or in State of Israel bonds. Proceeds—For 
expansion program. Underwriter—Lee Higginson Corp., 
New York. 

American Provident Investors Corp. 

Feb. 15 filed 50,000,000 shares of common stock (par one 
cent). Price—$2 per share. Proceeds — For working 
capital and general corporate purposes. Office—Dallas, 
Tex. Underwriter—Peoples Securities Co., J. D. Grey, 
of New Orleans, John S. Tanner, of Dallas, and C. L. 
Edmonds, of Houston, three of the 22 directors, are 
Chairman, Vice-Chairman and President, respectively. 


AMI, Inc., Grand Rapids, Mich. 

Oct. 4 filed 114,323 shares of common stock (par $3), 
with warrants, to be offered for subscription by common 
stockholders at the rate of one new share for each four 
shares held as of record Nov. 1, 1957; rights to expire on 
Nov. 15, 1957. Price — $9 per share. Warrants entitle 
holder to purchase one additional share at $10 per share 
for each share subscribed for. Proceeds—To retire 5% 
mortgage note, 5% unsecured notes and to reduce bank 
loans. Underwriter—None. Cage Trust, a trust organ- 
ized under the laws of the State of Liechtenstein, has 
agreed to purchase any unsubscribed shares. 


Ampal-American Israel Corp., New York 
Oct. 14 filed $5,000,000 of five-year 6% sinking fund de- 
bentures, series F, due 1962. Price—At 100% of primcipal 
amount. Proceeds—To purchase machinery and equip- 
ment. Underwriter—-Nore. 


Anita Cobre U. S. A., Inc., Phoenix, Ariz. 

Sept. 30 filed 85,000 shares of common stock. Price—At 
par ($3.75 per share). Proceeds—For investment in sub- 
sidiary and working capital. Underwriter—Selected Se- 
curities, Inc., Phoenix, Ariz. 

* Artesian Water Co. 

Oct. 15 (letter of notification) 3,404 shares of class A 
non-voting common stock (no par) to be offered for 
subscription by common and class A common stockhold- 
ers of record Oct. 2, 1957 on the basis of one new share 
of class A common stock fcr each eight shares of com- 
mon stock and class A common stock; rights to expire 
Dec. 2, 1957. Price—$30 per share to stockholders; and 
$32 to public. Proceeds—To purchase as.ets of Collins 
Park Water Co.; Willow Run Water Co. and Sedgely 
Farms Water Plant; also to purchase additional storage 
tanks, water mains, etc. Office —501 Newport & Gas 
Pike, Newport, Del. Underwriter — Laird, Bissell & 
Meeds, Wilmington, Del. 

Blacksmith Shop Pastries Inc., Rockport, Mass. 
Sept. 17 (letter of notification) $100,000 of 612% deben- 
tures dated Sept. 16, 1957 and due Sept. 15, 1972 and 
40,000 shares of capital stock (par $1) to be offered 
in units of one $50 debenture and 20 shares of capital 
stock. Price—$90 per unit. Proceeds—To retire mort- 
gage notes and for working capital. Underwriter—Mann 
& Gould, Salem, Mass. 

Brockton Edison Co. 

Sept. 18 filed 30,000 shares of cumulative preferred stock 
(par $100). Proceeds—To repay bank loans and to ac- 
quire securities of Montaup Electric Co. Bids—Had been 
expected to be received up to 11 a.m. (EDT) on Oct. 23 
at 49 Federal St., Boston, Mass., but none were received. 
Company to seek to negotiate the sale to a banking 
group. 

Brockton Edison Co. 

Sept. 18 filed $3,000,000 first mortgage and collateral 
trust bonds due 1987. Proceeds—To repay bank loans and 
to acquire securities of Montaup Electric Co. Underwriter 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; White, Weld & Co. 
and Shields & Co. (jointly); Stone & Webster Securities 
Corp.; Blair & Co. Incorporated. Bids — Had been ex- 
pected to be received up to 11 a.m. (EST) on Oct. 30 at 
49 Federal St., Boston, Mass., but offering has been tem- 
porarily postponed. 

* California Water & Telep*one Co. (11/20) 

Oct. 30 filed 250,000 shares of common stock (par $12.50). 
Price—To be supplied by amendment. Proceeds — To 
repay bank loans and for construction program. Under- 
writer—Blyth & Co., Inc., San Francisco and New York. 
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Canada Mortgage Bonds, Ltd., Englewood, N. J. 
Sept. 3 filed $1,000,000 of 8% mortgage bond trust cer- 
tificates. Price — At par (in units of $250, $500 and 
$1,000). Proceeds — For purchase of mortgage bonds. 
Underwriter—None. 


Canadian Prospect Ltd., Calgary, Canada 
Sept. 27 filed 4,851,810 shares of common stock (par 
1625 cents) to be offered in exchange for capital stock 
of Canadian Export Gas Ltd. on the basis of 242 Cana- 
dian Prospect shares for each Canadian Export share, 
subject to acceptance by holders of at least 80% of 
Canadian Export shares outstanding. Underwriter—None 

Caramba Mokate Corp. of America 
July 12 (letter of notification) 120,000 shares of common 
stock (par 10 cents). Price—$2 per share. Proceeds—For 
machinery, equipment, inventory and working capital. 
Office—701 Monroe St., Hoboken, N. J. Underwriter— 
Garden State Securities, Hoboken, N. J. 


% Carpenter Stee! Co., Reading, Pa. 
Oct. 21 filed 90,000 shares of common stock (par $5) to 
be offered to employees under company’s “Incentive 
Stock Option Plan for Officers and Key Executives” and 
“Incentive Stock Option Plan for Employees.” 
® Carter-Jones Drilling Co., Inc. 
Sept. 27 filed 300,000 shares of capital stock (par 10 
cents. Price — $5 per share. Proceeds—To repay bank 
loans and other indebtedness; to participate in the 
acquisition and exploration of oil properties in joint 
venture arrangements with other companies in which 
the company does not propose to retain more than a 
25% interest or assume more than 25% of the risk; and 
for general working capital. Office—Kilgore. Texas. 
Underwriter—None. 

Caruso Foods, Inc. 
Oct. 3 (letter of notification) 150,000 shares of common 
stock (par one cent). Price—$2 per share. Proceeds— 
For working capital, etc. Business—Spaghetti, macaroni, 
etc. products. Office—2891-99 Nostrand Ave., Brooklyn, 
N. Y. Underwriter — Anglo-American Securities, Inc., 
New York. * . 


Caterpillar Tractor Co. (11/13) 
Oct. 23 filed $65,000,000 of sinking fund debentures due 
1977. Price—To be supplied by amendment. Proceeds— 
To repay bank loans and for plant expenditures and 
working capital. Underwriter—Blyth & Co., Inc., San 
Francisco and New York. 

Central Mortgage & Investment Corp. 
Sept. 12 filed $5,000,000 of 20-year mortgage bonds and 
500,000 shares of common stock (par five cents) to be 
offered in units of $100 of bonds and 10 shares of stock. 
Price—$100.50 per unit. Proceeds—For purchase of first 
mortgages or to make first mortgage loans and for con- 
struction business. Office—Miami Beach, Fla. Under- 
writer—Aetna Securities Corp., New York, 

Chess Uranium Corp. 
May 14 (letter of notification) 600,000 shares of common 
stock (par $1—Canadian). Price—50 cents per share 
(U. S. funds). Proceeds—For exploration costs, etc. Of- 
fice—5616 Park Ave., Montreal, Canada. Underwriter— 
Jean R. Veditz Co., Inc., 160 Broadway, New York. 
Offering—Expected at any time. 

Chicago Title & Trust Co. 
Oct. 24 filed 23,507 shares of common stock (par $20) 
to be offercd in exchange for common stock of Title In- 
surance Corp. oi St. Louis at the rate of five-eighths of 
one share of Chicago Title stock for each Title Insurance 
share. The exchange offer is subject to acceptance by 
30,600 shares (80°) of the 38,250 Title Insurance shares 
outstanding. Initial expiration date of the offer is Dec. 
20. Underwriter—None. 

Cleary (W. B.), Inc. 
Oct. 3 (letter of notification) 5,600 shares of common 
stock (par $5) to be offered to stockholders of record 
Sept. 26, 1957 on the basis of one new share for each 
five shares held. Price—S$20 per share. Proceeds—For 
accounts payable; and drilling for oil and gas wells. 
Office—272 First National Building, Oklahoma City 2, 
Okla. Underwriter—Nene. 
® Coastal Ship Corp. (11/13) 
Sept. 13 filed $6,000,000 of 6% debentures due Feb. 1, 
1968 (with warrants to purchase 80,000 shares of common 
stock of Coastal, of which 60,000 shares are included in 
the public otfering and exercisable at $1 per slrare; 
and 20.000 shares to be privately placed; and warrants 
to purchase an undetermined number of shares of Mc- 
Lean Industries, Inc., class A common stock at market, 
the exact number of shares to be established at a later 
date. Price—To be supplied by amendment (expected 
at 100% for debentures). Proceeds—Together with other 
funds, to purchase five C-2 freighters to be converted 
into trailerships. Underwriters—Eastman Dillon, Union 
Securities & Co. and White, Weld & Co., both of New 
York. 
* Coin, Inc. 
Oct. 28 (letter of notification) 106,500 shares of common 
stock (par 10 cents). Price—$1 per share. Preceeds—F or 
expenses for exploration and development of mines. 
Office—Grove Hotel, Denio, Nev, Underwriter—None. 
% Coleman Boat & Plastics Co. 
Oct. 28 (letter of notification) 25,500 shares of class A 
common stock. Price—At par ($10 per share). Proceeds 
—For bank loan and notes payable, equipment and 
working capital. Addre-s—Bounty Dock, Foot of Spring 
St., Sausalio, Calif. Underwriter—None. 


* INDICATES ADDITIONS. 
SINCE PREVIOUS ISSUE 
© ITEMS REVISED 


Colonial Aircraft Corp., Sanford, Me: 
July 5 filed 248,132 shares of common stock (par 10¢ 
Price—At market. Proceeds—To selling stockholder 
Underwriter—Glick & Co., Inc., New York. Stateme 
effective Aug. 10. 

Commercial Credit Co. 5 
Oct. 16 filed $50,000,000 senior notes due Nov. 1, 197 
Price—To be supplied by amendment. Preeeeds—To i 
crease working capital. Underwriters—The First Bost 
Corp. and Kidder, Peabody & Co., both of New Yor 
Offering—-Temporarily postponed. yb: 
% Commonwealth Oil Refining Co., Inc. (12. 11) 
Nov. 1 filed $20,000,000 of convertible junior subord 
ated debentures due 1972. Price — To be supplied »D 
amendment. Proceeds—To liquidate deferred credits’an 
short-term debt, to construct additional. facilities and-t 
provide working capital. Office—Ponce, Puerto” Ric 
Underwriter—The First. Boston Corp., New York. 

Consumers Cooperative Association 
Oct. 23 filed-240,000 shares of 54% preferred stock a 
4,000 shares of 4% second preferred stock. Price — / 
par ($25 per share). Proceeds—To be added to generz 
funds. Ofsice—Kansas City, Mo. Underwriter—None. 

Consumers Power Co. 
Sept. 24 filed $35,156,700 of 45.% convertible debenturd 
due 1972 being offered for subscription by common stock 
holders of record Oct. 16, 1957 on the basis of $100 d 
debentures for each 25 shares of stock held; rights t 
expire on Nov. 1, 1957. Priee—100% of principal amoun 
Proceeds — To repay bank loans and for constructio 
program. Underwriter — Morgan Stanley & Co., Ne 
York. ; 
®@ Continental Insurance Co. ’ 
Oct. 10 filed 1,700,000 shares of capital stock (par $5) b 
ing offered in exchange for capital stock (par $7.50)’'d 
Firemen’s Insurance Co., Newark, N. J., at the rate of 
shares of Continental for every 20 shares of Firemen 
stock. The offer, which is subject to acceptance of nd 
less than 80% of the Firemen’s stock, will expire Dec: 
1957, but may be extended to Dec. 31, 1957. Underwrite 

None. 

Continental Screw Co. 
Sept. 24 filed 300,000 shares of common stock (par $1 
Price—-To be supplied by amendment. Proceeds—Tc 
gether with funds from sale of $1,500,000 6% bonds (wit 
stock purchase warrants), to purchase assets of o 
Massachusetts corporation and of Hy-Pro Tool Co. U 
derwriter—Lee Higginson Corp., Boston and New Yor 
Offering—Indefinitely postponed. 


Cooperative Grange League Federation, Inc. 
Sept. 27 filed $600,000 of 4% subordinated debenturé 
due Jan. 1, 1966; 10,000 shares of 4% cumulative pre 
ferred stock par $100; and 150,000 shares of comm 
stock (par $5). Price—At principal amount or par valu 
Proceeds—To finance inventory purchases, to make car 
ital loan advances to retail subsidiaries; to reduce ban 
loans; and for working capital. Office — Ithaca, N. 
Underwriter—None. 


Daybreak Uranium, Inc., Opportunity, Wash. 
May 7 filed 631,925 shares of common stock (par 
cents). Price — At market (approximately 53 cents pe 
share). Proceeds—To selling stockholders. Underwrite 
Herrin Co., Seattle, Wash. 

DeLuxe Check Printers, Inc. 

Aug. 28 (letter of notification) 25,000 shares of comm 
stock (par $1) to be offered to employees and preser 
stockholders. Price—$11.80 per share. Proeeeds—To a 
quire new machinery and equipment. Office — 530 2 
Wheeler St., St. Paul 4, Minn. Underwriter—None. 

Disc, Inc., Washingten, D. C. 

Oct. 10 filed 400,000 shares of class A common stock (pd 
$1). Price—$2.50 per share. Proceeds—For investmen 
Business—Purchase and development of real propert. 
and acquisition of stock of business enterprises. Unde 

writer—None. Irving Lichtman is President and Boar 

Chairman. 

Doctors’ Motels, Inc., Kansas City. Kan. 

Oct. 25 filed 500,060 shares of common stock, of whic 
426,497 shares are to be offered pu'slicly, 39;568 sharé 
are to be offered in exchange for $432,055 outstanding 6 
debentures, 3,085 shares are to be issued as a stoek div 
dend and 30,850 shares are presently outstanding. Pri« 
—At par ($915 per share). Proceeds—For constructi 
and operation of motels and to repay bank loans. Ur 
derwriter—None. 

® Dow Chemical Co. 

Oct. 3 filed 200,000 shares of common stock (par $3 
being offered for subscription by employees of the cor 
pany, its subsidiaries and certain associated companie 
Subscriptions will be accepted by the company fro 
Nov. 4 through Nov. 22. Price—$42.25 per share. Pre 
a general corporate purposes. Underwriter 
None. 

Durox of Minnesota, Inc., Denver, Colo. 

Sept. 23 filed 750,000 shares of common stock (par $1 
Price—$2 per share. Proceeds—For capital expenditur 
and working capital. Business — Building materia 


Underwriter—American Underwriters, Inc., Englewoo 
Colo. 


% Electro Precision Corp., Arkadelphia, Ark. 

Oct. 30 (letter of notification) 60,000 shares of comm 

stock (par $1). Price—$4 per share. Proceeds—For offic 
and laboratory equipment; inventory, working capit: 
ete. Underwriter—Nunn-Groves Co., Little Rock, Ark. 
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@ Fine Arts Acceptance Corp. (11/25-27) 
Oct. 25 filed $525,000 of 642% subordinated-sinking fund 
debentures (with non-detachable common stock pur- 
chase warrants), due Nov. 1, 1977: Pricee—95% of prin- 
cipal amount. .Proceeds—For working capital and gen- 
eral corporate purposes. Underwriters—W oodcock, Hess, 
Moyer & Co., Inc.;.Boenning & Co.; Suplee, Yeatman, 
Mosley & Co., Inc., and.Paul & Lynch, all of Philadel- 
phia, Pa. 

First International Fire Insurance Co. 
Aug. 26 (letter of notification) 100,000 shares of common 
stock (par $1). Price — $3 per share. Proceeds — For 
capital and surplus and for first year’s deficit. Officee— 
3395 S. Bannock St., Englewood, Colo. Underwriter — 
American Underwriters, Inc., Englewood, Colo. 


First National Life Insurance Co., Phoenix, Ariz. 
July 29 filed 106,500 shares of common stock (par $4), 
of which 90,000 shares are to be offered publicly and 
16,500 shares to employees pursuant to stock purchase 
Options. Price—To public, $12 per share. Proceeds—For 
sawepsion and other corporate purposes. Underwriter— 

one. 


® Florida Power & Light Co. (11/19-20) 

Oct, 24 filed 300,000 additional shares of common stock 
(no par). Price—To be supplied by amendment. Pro- 
ceeds—For construction program. Underwriters—Merrill 
Lynch, Pierce, Fenner & Beane and Kidder, Peabody & 
Co., both of New York. 


Florida Trust, Pompano Beach, Fila. 
March 4 filed 859 certificates of beneficial interest in 
the Trust. Price—$1,000 per certificate. Proceeds—To 
acquire by purchase, lease or otherwise, and to hold, 
own, subdivide, lease, mortgage, exchange, bargain, sell 
and convey lands and every character of real property 
Underwriter—None. 


Forest Laboratories, Inc. ’ 

Aug. 28 filed 200,000 shares of capital stock (par 10 
cents). Price—$2.50 per share. Proceeds—For sales pro- 
motion of company’s products, working capital, addi- 
tional inventory and accounts receivable, for research 
and development and for other general corporate pur- 
poses. Office—Brooklyn, N. Y. Underwriters—aAlfred L. 
Powell Co., New York; and H. Carroll & Co., Denver, 
Colo. 


Gate City Steel, inc., Omaha, Neb. (11/11-15) 
Oct. 17 filed 30,000 shares of 642% cumulative sinking 
fund preferred stock, series A (par $26), with common 
stock purchase warrants to buy 60,000 shares of common 
stock: and 100,000 shares of common stock (par $1). 
Price — At par for preferred and $5.50 per share for 
common. Proceeds — To retire Outstanding preferred 
stocks: and short-term bank leans and for general cor- 
porate purposes. Underwriter—The First Trust Co. of 
Lincoln, Neb. 


General Aniline & Film Corp., New York 

Jan. 14 filed 426,988 shares of common A stock (no par) 
and 1,537,500 shares of common B stock (par $1). Pro- 
ceeds—To the Attorrtey General of the United States 
Underwriter—Tv be determined by competitive bidding 
Probable bidders: Blyth & Co., Inc., and The First Bos- 
ton Corp. (jointly); Kuhn, Loeb & Co., Lehman Brothers 
and Glore, Forgan & Co. (jointly). Bids — Had been 
scheduled to be received up to 3:45 p.m. (EDT) on May 
13 at Room 654, 101 Indiana Ave., N. W., Washington 25. 
D. C., but bidding has been postponed. 


General Automatics Corp., Atlanta, Ga. 

May 23 (letter of notification) 100,000 shares of common 
stock (par $1). Price—$2 per share. Proceeds—To es- 
tablish production facilities for manufacture and assem- 
bly of controls; and for other corporate purposes. Ad- 
dress—c/o Positronic Corp., 2572 Ridgemore Road, N W.., 
Atlanta, Ga. Underwriters—Armstrong & Co., Atlanta, 
Ga. 


General Credit, Inc., Washingion, D. C. 

Aug. 17, 1956 filed $2,000,000 of 6% subordinated sink- 
ing fund debentures, due Sept. 1, 1971, with detachable 
warrants to purchase 160,000 shares of participating 
preference stock. to be offered in units of $500 of deben- 
tures and 40 warrants. Price—$500 per unit. Proceeds— 
For expansion and working capital. Underwriter—None 
named. Offering to be made through selected dealers 
Application is still pending with SEC. 


General Parking, Inc. 
June 18 (letter of notification) 240,000 shares of common 
stock (par $1). Price—$1.25 per share. Proceeds—To re- 
tire outstanding debt; for expansion of subsidiary cor- 
poration and for working capital. Office—c/o Edwin 
F.. Clements, 5312 Glenwood Ave., Youngstown, Ohio 
Underwriter—L. L. LaFortune & Co., Las Vegas. Nev. 


%* General Telephone Co. of the Southwest 

Novy. 1 filed 250,000 shares of cumulative preferred stock. 
Price—At par ($20 per share). Proceeds—To repay bank 
loans and for new construction. Dealer-Manager—Mit- 
chum, Jones & Templeton, Los Angeles, Calif. 


Genie Craft Corp. 
Aug. 8 (letter of notification) $100,000 of 10-year 6% 
convertible debentures and 120,000 shares of common 
stock (par 10 cents) to be offered in units of one $50 
debenture and 2 shares of common stock. Price—$100 
per unit. Proceeds—To discharge short term obligations; 
purchase merchandise inventory; and for working cap- 
ital. Office — 1022 18st St., N. W., Washington, D. C. 
Underwriter—Whitney & Co., Inc., Washington, D. C. 
*% Geo-Resource Corp. 
Oct.-29 (letter of notification) 1,200,000 shares of com- 
mon stock (par two cents). Price — 25 cents per share. 
Preceeds—For mining expenses. Office—c/o William D. 
Weaver, President, E. 1215 Thurston Ave., Spokane, 
Wash. Underwriter—None. 


Giant Petroleum Corp. 
July 22 (letter of notification) 150,000 shares of common 
stock (par 10 cents). Price—$2 per share. Proceeds—To 
pay outstanding debt and for working capital. Office— 
225 East 46th St., New York, N. Y. Underwriter—A. G. 
Bellin Securities Corp., 52 Broadway, New York. N Y. 
Offering—Temporarily suspended by SEC on Oct. 18. 


Gold Seal Dairy Products Corp. (11/25) 

Oct. 25 filed 175,000 shares of class A stock (par 10 
cents) of which 15,000 shares are to be reserved 
for pricr offer to employees. Price — To be sup- 
plied by amendment. Proceeds—To acquire outstanding 
stock of Kulka Electric Manufacturing Co., Inc. Office 
—Elizabeth, N. J. Underwriter—Amos Treat & Co., Inc., 
New York. 


Great Divide Oil Corp. 
Oct. 11 (letter of notification) 300,000 shares of common 
stock (par 10 cents). Price—$1 per share. Proceeds— 
To pay balance on oil and gas properties, and unsecured 
notes and for drilling and working capital. Office—207 


Newhouse Bldg., Salt Lake City, Utah. Underwriter— 
Birkenmayer & Co., Denver, Colo. 


Great Northern Life Insurance Co. 
Oct. 7 (letter of notification) 44,400 shares of common 
stock (par $1). Price—$6.75 per share. Preceeds—For 
capital stock and unassigned surplus. Office — 119 W. 
Rudisill Blvd., Fort Wayne, Ind. Underwriter—North- 
western Investment Inc., Fort Wayne, Ind. 


Guardian Insurance Corp., Baltimore, Md. 
Aug. 16 filed 300,000 shares of common stock. of which 
200,000 shares are to be publicly offered and the remain- 
ing 100,000 shares reserved for issuance upon exercise 
of warrants which are to be sold at 25 cents per warrant 
to organizers, incorporators, management, and/or direc- 
tors. Price—$10 per share. Proceeds—For working cap- 
ital and general corporate purposes. Underwriter—None. 


Gulf States Land & Industries, Inc. 
Sept. 25 filed 316,814 shares of common stock (par 50 
cents) and $2,754,900 6% first mortgage sinking fund 
bonds due 1972 to be offered in exchange for the out- 
standing $4.50 prior preferred stock on the following 
basis: For each preferred share (a) 11% shares of com- 
mon stock, or (b) $100 of bonds, plus 1% shares of 
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stock. The offer is conditioned upon its acceptance by 
holders of at least 85% of the 27,549 outstanaing pre- 
ferred shares. Exchange Agent — Howard, Weil, La- 
bouisse, Friedrichs & Co., New Orleans, La. 


% Guif States Life Insurance Co., Birmingham, Ala. 
Oct. 29 (letter of notification) 52,000 shares of common 
stock (par $1). Price—$5 per share. Proceeds — For 
working capital. Underwriter—None. 
Hampshire Nickel Mines Ltd. 
Aug. 23 (ietter of notification) 600,000 shares of common 
stock (par $1-Canadian). Price — 50 cents per share. 
Proceeds—For development of property and for general 
corporate purposes. Office — Suite 607, 320 Bay St., 
mag earns Underwriter — H. J. Cooney & Co., 
ew York. 


Hartford Electric Light Co. 
Oct. 8 filed $2,400,000 of 3% secured debentures, series 
A, due Aug. 1, 1967, to be offered in exchange for 3% 
first and general mortgage bonds, series D, due May 1, 
1982, of Connecticut Power Co. on a par-for-par basis. 
Underwriter—None. 
% Home Owners Life Insurance Co. 
Nov. 1 filed 50,000 shares of class A common stock to be 
offered to the public at $5 per share and 116,366 shares 
of class B common Stock to be offered to stockholders 
at $6 per share at the rate of two new shares for each 
five shares held. Proceeds—For working capital. Office 
—Fort Lauderdale, Fla. Underwriter—None. 


Horace Mann Fund, inc., Springtieia, fil. 
June 27 filed 100,000 shares of capital stock (par $1). 
Price—At market. Proceeds—For investment. Distrib- 
autor and Investment Manager—Horace Mann Investors, 
{nc., Des Moines, Ia., of which Charles F. Martin is also 
President. Office—216 E. Monroe St., Springfield, D1. 


Houston Lighting & Power Co. (11/20) 
Oct. 24 filed $40,000,000 first mortgage bonds due 1987. 
Proceeds—To repay bank loans and for new construc- 
tion. Underwriter—To be determined by competitive 


bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Equitable Securities Corp.; Lehman Brothers; Eastman 
Dillon, Union Securities & Co., and Salomon Bros. & 


Continued on page 32 





NEW ISSUE GALENDAR 


November 7 (Thursday) 
San Diego Gas & Electric Co 


(Bids 8:30 a.m. PST) $12,000,000 


November 11 (Monday) 
Gate City Steel, Inc 
(The First Trust Co. of Lincoln, 
Gate City Steel, Inc 
(The First Trust Co. of Lincoln, Neb.) 40,000 shares 
Hycon Manufacturing Co 
(Dempsey-Teygeler & Co.) 400,000 shares 


November 12 (Tuesday) 


Transcontinental Gas Pipe Line Corp Debens. 
(White, Weld & Co. and Stuuwe & Webster Securities Corp.) 
$20,000,000 


Transcontinental Gas Pipe Line Corp.._..-Common 
(White, Weld & Co. and Stone & Webster Securities Corp.) 
1,000,000 shares 


November 13 
Caterpillar Tractor Co 
(Blyth & Co., Inc.) $65,000,000 


Coastal Ship Corp Debentures 
(Eastman Dillon, Union Securities & Co. and White, Weld & Co.) 


$6,000,000 
Idaho Power Co 
(Bids 11 a.m. EST) $15,000,600 
Southern Colorado Power Co Debentures 
(Offering to stockholders—to be underwritten by Stone & 
Webster Securities Corp. and Paine, Webber, Jackson & 
Curtis) $1,780,780 


14 (Thursday) 


Preferred 
Neb.) $3,000,000 


(Wednesday) 
Debentures 


November 
Idaho Power Co 
(Kidder, Peabody & Co. and Merrill Lynch, 
Beane) 225,000 shares 
Pacific Great Eastern Ry Debentures 
(Morgan Stanley & Co.; Harris & Partners, Inc.; and 

Burns Bros. & Denton, Inc.) $30,000,000 

Savannah Electric & Power Co.._.........._Bonds 
‘Bids 11 a.m EST) $6.000,000 

Texas Eastern Transmission Corp 

(Dillon, Read & Co Inc.) $20,000,000 
United States Coconut Fiber Corp 

(Southeastern Securities Corp.) 735.000 shares 


November 15 (Friday) 


Wisconsin Southern Gas Co., Inc 
(Offering to stuckholders—to be underwritten by 
The Milwaukee Co.) 16,566 shares 


Pierce, Fenner & 


November 18 


Lawrence Gas Co 
(Bids 11:30 a.m. EST) $2,000,000 
Michigan Bel) Telephone Co... ...--Debentures 
(Bids 11:30 a.m. EST) $40,000,000 
Mystic Valley Gas Co 
(Bid to be invited) $3,500,000 
eT wowed Common 
(Blyth & Co., Inc.) 100,000 shares 


Ritter Finance Co., Inc 
(Stroud & Co. 


(Monday ) 


Debentures 
Inc.) $900.000 
Ritter Finance Co., Inc Class B Common 
‘Stroud & Co Inc.) 150,000 shares 
Standard Oil Co. (New Jersey) 


(Offering to stockholders—underwritten by Morgan Stanley 
& Co.) 6,565,000 shares 


November 19 (Tuesday) 


Florida Power & Light Co 
(Merrill Lynch, Pierce, Fenner & Beane and Kidder, 
Peabody & Co.) 300,000 shares 


Hawaii (Territory of) 
(Bids 10 a.m. EST) $7,000,000 


Middle South Utilities Inc 
(Bids noon EST) 451,894 shares 


Ohio Power Co 
(Bids 11 a.m EST) $25.000,000 
November 20 (Wednesday ) 


California Water & Telephone Co.__-.._.._.Common 
(Blyth & Co., Inc.) 250,000 shares 


Houston Lighting & Power Co..- 
‘Bids 11:30 a.m EST) $40,000,000 


Lieberknecht (Karl), Inc 
(Bids 11 a.m. EST) 158,025 shares 


Olin Mathieson Chemical Corp Debentures 
(Dillon, Read & Co. Inc. and Eastman Dillon, Union 
Securities & Co.) $60,000.000 


November 21 (Thursday) 


Royal McBee Corp Debentures 
(Offering to stockholders—underwritten by Kuhn, Loeb & Co.) 
7,675,300 


November 25 (Monday) 


Fine Arts Acceptance Corp Debentures 
(Woodcock, Hess, Moyer & Co., Inc.; Boenning & Co.; Suplee, 
Yeatman, Mosley & Co., Inc.; and Paul & Lynch) $525,000 


Gold Seal Dairy Products Corp.._.__Class A Common 
(Amos Treat & Co., Inc.) 175,000 shares 


Roach (Hal) Productions 
‘8. D. Puller & Co.) $1,125,000 
December 3 (Tuesday) 


Virginia Elecuic & Power Co 
(Bids 11 a.m. EST) $20,000,000 


December 4 (Wednesday ) 


Norfolk & Western Ry Equip. Trust Ctfs. 
(Bids noon EST) $4,140,000 


December 5 (Thursday) 

Baltimore & Ohio RR. . ----. Equip. Trust Ctfs. 
(Bids to be invited) $3,435,000 
December 9 (Monday) 


Chesapeake & Potomac Telephone Co. of 
Maryland Debentures 


(Bids 11:30 a.m. EST) $30,000,000 
December 11 Weonesday ) 


Commonwealth Oil Refining Co 
(The First Boston Corp.) $20,000,000 


Giectric Co 
(Bids to be invited) $4,500,000 


January 14, 1958 (Tuesday) 
Commonwealth Edison Co Bonds Debentures 
(Bids to be invited) $50.000,000 
January 22, 1958 (Wednesday) 
Norfolk & Western Ry Equip. Trust Ctfs. 
‘Bids noop EST) $4.140.000 
February 13, 1958 (Thursday) 


Indiana & Michigan Electric Co..........-Bonds 
(Bids 11 a.m. EST) $25,000,000 


Suburbap 
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Hutzler (jointly); Lazard Frtres & Co. and Blyth & Co., 
Inc. (jointly); Kidder, Peabody & Co. Bids—Tentatively 
scheduled to be received up to 11:30 a.m. (EST) on 
Nov. 20. 


Hutchinson Telephone Co., Hutchinson, Minn. 
Aug. 21 (letter of notification) 1,697 shares of common 
etoc!x to be offered for subscription by common stock- 
holders on the basis of one new share for each five 
shares held as of Aug. 20, 1957. Price—At par ($10 per 
share). Proceeds—For expansion of plant. Underwriter 
—None. 


Hycon Mfg. Co., Pasadena, Calif. (1111-15) 
Oct. 18 filed 400,000 shares of common stock (par 10 
cents). Price—To be supplied by amendment. Proceeds 
—To repay bank loan, for capital improvements, re- 
search and development costs and working capital. Un- 
derwriter— Dempsey-Tegeler & Co., St. Louis, Mo. 


@® idaho Power Co. (11 13) 

Oct. 16 filed $15,000,000 of first mortgage bonds due 
1987. Proceeds — To reduce bank loans. Underwriter— 
To be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Salomon Bros, & Hutzler 
and Eastman, Dillon, Union Securities & Co. (jointly); 
Blyth & Co. Inc., Lazard Freres & Co. and The First 
Boston Corp. (jointly); Kidder, Peabody & Co. and 
White, Weld & Co. (jointly); Equitable Securities Corp. 
Bids —Expected to Le received up to 11 a.m. (EST) on 
Nov. 192. 


@ idaho Power Co. (11 14) 

Oct. 16 filed 225,000 shares of common stock (par $10). 
Price—To be supplied by amendment. Proceeds—To re- 
duce bank loans. Underwriters—Kidder, Peabody & Co. 
and Merrill Lynch. Picrce, Fenner & Beane. 

* Mlowata Oil Co. 

Oct. 24 (letter of notification) 900,000 shares of common 
stock (par one cent). Price—10 cents per snare. Pro- 
ceeds—For exploration and operation of oil properties. 
Office—1509 Mile High Center, Denver, Colo, Under- 
writer—Waynre Jewell Co., Denver, Colo. 

%& Imperial Films Corp. 

Oct. 29 (Jetter of notification) 140,000 shares of common 
stock. Price—At par ($2 per share). Proceeds—For ex- 
penses for production of two films and for films and 
equipment. Office — 215 W. 18th St., Kansas City, Mo. 
WUWnderwriter— None. 

inland Western Loan & Finance Corp. 

Aug. 16 filed 2,500,000 shares of class A non-voting com- 
mon stock (par $1) to be offered for subscription by 
holders of special participation life or endowment con- 
tracts issued by Commercial Life Insurance Co. Price— 
$1.50 per share. Proceeds—For operating capital for two 
eubsidiaries and to finance expansion program. Office— 
Phoenix, Ariz. Underwriter—None. 

International Staple & Machine Co. 

Oct. 14 (letter of notification) 20,000 shares of 6% cumu- 
lative preterred stock of which 10,000 shares are to be 
ofiered to the public and the remainder to stockholders 
of record Oct. 10, 1957 in exchange for seven shares of 
common for each share of preterred. Both subscription 
and tenders for exchange must be received on or before 
Nov. 30, 1957. Pricee—At par ($10 per share). Proceeds 
—For working capital. Offiee—497 Union Trust Build- 
ing, Pittsburgh 19, Pa. Underwriter—None. 
® intra State Telephone Co. 
Sept. 27 filed 4,900 shares of common stock being offered 
for subscription by common stockholders on the basis 
of one new share for each two shares held of record Oct. 
18, 1957; righis to expire on Dec. 16, 1957. Price—At par 
($100 per share). Proceeds—To reduce bank loans. Of- 
fice—Galesbureg, Ill, Underwriter—None, Statement ef- 
fective Oct. 23. 
israel-Mediterranean Petroleum, Inc. of Panama 
Sept. 27 filed voting trustees covering 1,000,000 shares of 
common stock (par one cent). Price—At the market on 
oe aritinn at ee. Proceeds—For explora- 
eae pate a - cosas pl a Oo _presently licensed acre- 
«Thera neta juisition of additional acreage. Under- 
—s E<eamship & Salvage Co., Miami, Fla, 

Y £1 (letter of notification) 300,000 shares of com- 
mon stock (par 10 cents). Price—$1 per share. Proceeds 
—To purchase a ship and for working capital. Under- 
writer—Anderson Cook Co., Inc., Palm Beach, Fla. 

Janai- *72,, Washington, Bb. ce. 

Suly 30 filed $10,000,000 of 515-8% sinking fund deben- 
tures due Aug. 1, 1972 and 100,000 shares of common 
stock (par 20 cents) to be offered in units of a $1,000 
debenture and 10 shares of stock, or a $I00 debenture 
and one share of stock. Price—Par for debenture, plus 
$2 per share for each 10 shares of Stock. Proceeds—For 
construction of a shopping center and other capital im- 
prevements: for retirement of present preferred shares: 
and for working capital, etc. Underwriter—None. 

Johnson (F. N.) Co. 

Oct. 4 (letter of notification) 25,000 shares cf common 
stock (par $1) to be offered to stockholders of record 
Oct. 15, 1957 on the basis of one new share fer each six 
shares heid: rights to expire on Noy. 9. 1957. Price—S10 
per share. Proceeds—For construction of an addition to 
@ warehouse in Bellefontaine, Ohio. Address—Rouie 
No. 63, 4 miles northwest of Bellefontaine. Ohio. Under- 
writer—None. 

% Johnson Service Co., Milwaukee, Wis. 

Nov. 1 filed 100,000 shares of common stock (par $3 
ba.ce — . ; 

selling stockholder. Business—Pneumatic cemy.ia.u.e 
and air conditioning control systems. Underwriter — 
Robert W. Baird & Co Inc.. Wily aukc e, Wis. 
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Ketchum & Co., Inc., New York City 

Sept. 27 filed 210,000 shares of common stock (par $1), 
of which 43,000 shares are to be offered for account of 
the company and 167,000 shares for selling stockholders. 
Price—To be supplied by amendment. Proceeds — For 
general corporate purposes, including carrying of larger 
inventories. Business—Wholesale drugs. Underwriter— 
To be named by amendment. 


Lawrence Gas Co. (11/18) 

Oct. 18 filed $2,000,000 first mortgage bonds, series A, 
due Nov. 1, 1977. Proceeds — To repay bank loans and 
for construction program. Underwriter — To be deter- 
mined by competitive bidding. Probable bidders: Halsey, 
Stuart & Co. Inc.; The First Boston Corp.; Kidder, Pea- 
body & Co. and White, Weld & Co. (jointly). Bids—To 
be received at 441 Stuart St., Boston 16, Mass., up to 
11:30 a.m. (EST) on Nov. 18. 


*% Libby, McNeill & Libby 

Oct. 24 (letter of notification) 37,500 shares of common 
stock (par $7) to be offered to salaried employees by 
Payroll Repayment Plan or Payroll Savings method, not 
to exceed 15° of employee's salary. Price—At the mar- 
ket. Proceeds—None. Office—4134 S. Packers Ave., Chi- 
cago, Ill. Underwriter—None. 


Mascot Mines, Inc., Kellogg, Idaho 
June 3 (letter of notification) 800,000 shares of common 
stock. Price—At par (17% cents per share). Proceeds 
—For mining expenses. Officee—Sidney Bldg., Kellogg, 
Idaho, Malcolm C. Brown is President. Underwriter— 
Standard Securities Corp., Spokane, Wash., and Kellogg, 
Idaho. 


Michigan Bell Telephone Co. (11/18) 
Oct. 25 filed $40,000,090 of debentures due Novy. 1, 1992. 
Proceeds—To repay advances trom parent. Underwriter 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; Morgan, Stanley & 
Co. Bids—To be received up to 11:30 a.m. (EST) on 
Nov. 18 at Room 2315, 195 Broadway, New York, N. Y. 


Middle South Utilities, Inc. (11/19) 

Oct. 9 filed 451,894 shares of common stock (par $10). 
Proceeds—For further investments in common stocks of 
system operating companies; to repay bank loans and 
for other corporate purposes. Underwriter—To be de- 
termined by competitive bidding. Probable bidders: 
Blyth & Co., Ine.; The First Boston Corp.; Kidder, Pea- 
body & Co. and Merrill Lynch, Pierce, Fenner & Beane 
(iointly); Lehman Brothers; Eastman Dillon, Union Se- 
curities & Co. and Equitable Securities Corp. (jointly). 
Bids—To be received up to noon (EST) on Nov. 19 at 
Room 2033, Two Rector St., New York, N. Y. 


Missouri Utilities Co. 
Oct. 7 filed 25,135 shares of common stock (par $1) to 
be offered for subscription by common stockholders at 
the rate of one new share for each 12 shares held (with 
an oversubscription privilege). Price—To be supplied 
by amendment. Proceeds — Together with funds from 
private sale of $800,000 5%4% first mortgage bonds, series 
C, to be used to retire bank loans and pay for property 
additions and improvements, Underwriter—Edward D. 
Jones & Co., St. Louis, Mo. 


Monticello Associates, Inc. 

Feb. 18 (letter of notification) 300,000 shares of common 
stock. Price—At par ($1 per share). Proceeds — For 
capital expenditures, including construction of motel, 
roadside restaurant and gas station. Business—Has been 
processing and selling of gravel. Office—203 Broadway, 
Monticello, N, Y. Underwriter—Walnut Securities Corp., 
Philadelphia, Pa. 


Mortgage Clubs of America, Inc. 

Aug. 19 filed $1,000,000 of participation units in second 
mortgages of real estate to be offered for public sale in 
units of $100, plus a sales commission of $10 per unit 
to the company. Proceeds—To be invested in small loans 
secured by second mortgage on home properties. Office 
—Springfield, Mass. Underwriter—None. Charles Hersh- 
man is President. 


Municipal investment Trust Fund, Inc. (N. Y.) 
May 9 filed 5,000 uxtts of undivided interests in Munic- 
ipal Investment Trust Fund, Series A. Price—At market. 
Proceeas—For investment. Sponsor—Ira Haupt & Co.. 
New York. 

Mystic Valley Gas Co. (11°18) 

Oct. 16 $3,500,000 first mortzcee bonds. serics B, due 
1977. Proceeds—-To tooa¥ bank leans and for construc- 
tion program, «"iderwriter—To be determined by com- 
petitive o™iding. Probable bidders: Halsey, Stuart & 
Caw. TIne.: White, Weld & Co., and Kidder, Peabody & Co. 
(jointlv): The First Boston Corp.: Lehman Brothers. 
Bids—To be received up to noon (EST) on Nov. 18 at 
441 Stuart St., Boston 16, Mass. 


Nassau Fund, Princeton, N. J. 
May 8 filed 250.000 shares of common stock. Price—At 
market. Proceeds—-For investment. Office—10 Nassau 
St., Princeton, N. J. Investment Advisor — Harland W 
Hoisington, Inc., same address. 

National Biochemicals, Inc. 
Sept. 10 (letter of notification) 100,000 shares of com- 
mon stock (par 10 cents). Price—$3 per share. Proceeds 
—For cost of plant and inventory and for general cor- 
porate purposes. Office—Room 202 Houston Title Bidg., 
Houston, Tex. Underwriter—Scott Taylor & Co., Inc. 
New York, N, Y. 
® National Cylinder Gas Co. 
Aus. 28 filed $17.500.000 of subordinated debentures due 
Sept. 1, 1977 (convertible on or before Sept. 1, 1967) 

To be unnlied by amendment. Proceeds — For 

exnansion and working capital. Underwriter — Merrill 
Lynch, Pierce, Fenner & Beane, New York. Offering — 
luuciiuively postponed, 


National Lithium Corp., New York 

Feb. 19 filed 3,120,000 shares of common stock (par one 
cent}. Price—$1.25 per share. Proceeds—For acquisi- 
tion of properties; for ore testing program; for assess- 
ment work on the Yellowknife properties; and for cost 
of a concentration plant, mining equipment, etc. Under- 
writer—Gearhart & Otis, Inc., New York. Statement ex- 
pected to be amended. 


% Northwestern Drug Co. 

Oct. 24 (letter of notification) 9,033 shares of common 
stock (no par) to be offered to stockholders on the basis 
of one new share for each five shares held. Price—$30 
per share. Proceeds—For working capital. Office—1815 
East D St., Tacoma, Wash. Underwriter—None. 


Nuclear Science & Engineering 

Sept. 20 filed 100,000 shares of common stock (par 25 
cents). Priee—To be supplied by amendment. Pr 

—To prepay indebtedness to Norden-Ketay Corp., to 
purchase additional equipment and for working capital. 
Underwriter—Hayden, Stone & Co., New York. Offer- 
ing—Temporarily postponed because of market condi- 
tions. 


Oglethorpe Life Insurance Co., Savannah, Ga. 
Sept. 13 (letter of notification) 26,932 shares of com- 
mon stock (par $2.50), of which 17,932 shares are be- 
ing offered to present stockholders and 9,000 shares are 
offered to employees. Price — $11 per share. Proceeds 
—To increase capital and surplus. Underwriters—John- 
son, Lane, Space Corp. and Varnedoe, Chisholm & Co., 
both of Savannah, Ga. 


Ohio Power Co. (11/19) 

Sept. 30 filed $25,000,000 first mortgage bonds due 1987. 
Proceeds—To repay bank loans and for construction pro- 
gram. Underwriter—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
The First Boston Corp.; Blyth & Co., Inc.; Eastman, 
Dillon, Union Securities & Co. and Salomon Bros. & 
Hutzler (jointly). Bids—To be received up to 11 a.m, 
(EST) on Nov. 19 at 30 Church St., New York 8, N. Y. 


*% Oil & Gas Ventures—First 1958 Fund, Ltd. and 
Oil & Gas Ventures—Second 1958 Fund, Ltd., 
Madison, WN. J. 

Oct. 29 filed $2,500,000 of participations in capital as lim- 

ited partnership interests to be offered in $25,000 mini- 

mum amounts. Proceeds—For acquisition, exp!oration, 
etc. of oil properties. Underwriter — Mineral Projects 

Co., Ltd., Madison, N. J. 


Old American Life Co., Seattle, Wash. 

July 22 filed 15,825 shares of class A stock (par $10) and 
3,165 shares of common stock (par $10) to be offered in 
units of one common share and three class A shares. 
Price—$260 per unit. Proceeds — For working capital 
and other corporate purposes. Underwriter—None. 

*% Olin Mathieson Chemical Corp. (11/20) 

Oct. 31 filed $60,000,000 of convertible subordinated de<- 
bentures due Nov. 15, 1982. Price — To be supplied by 
amendment. Proceeds—For expansion and working cap- 
ital. Underwriters—Dillon, Read & Co. Inc. and Eastman 
Dillon, Union Securities & Co., both of New York. 


Otter Tail Power Co. ; 
Oct. 4 filed $5,220,600 of 514% convertible debentures 
due Nov. 1, 1967, being offered for subscription by com- 
raon stockholders of record Oct. 25, 1957 on the basis 
of $100 of debentures for each 14 common shares held; 
rights to expire on Nov. 12. Price—At par. Proceeds— 
Te ~spay bank loans and for new construction. Under- | 
writer—Halsey, Stuart & Co. Inc., of Chicago and New 
York. 

Pacific Great Eastern Ry. (11/14) 

Oct. 25 filed $30,000,000 of sinking fund debentures, 
series D, due 1987 (guaranteed unconditionally as to 
principal and interest by the Province of British Colum- 
bia). Price—To be supplied by amendment. Proceeds— 
To repay bank loans. Underwriters—Morgan Stanley & 
Co., Harris & Partners, Inc, and Burns Bros. & Denton, 
Inc., all of New York, 

Pacific Petroileums, Ltd. 

Oct. 11 filed 1,603,998 shares of common stock (par $1), 
of which 1,588,998 shares are to be offered in exchange 
for outstanding Merrill Petroleums, Ltd. common stock 
at the rate of one Pacific share for each two Merrill 
shares: the remaining 15,000 shares are to be issuable 
upon exercise of presently outstanding options granted 
by Merrill, which options will be assumed by Pacific. 
Office—Calgary, Alberta, Canada. Underwriter—None, 


Palestine Economic Corp., New York 
Sept. 26 filed 130,000 shares of common stock. Price— 
At par ($25 per share). Preceeds—For participation in 
further development of Israel industry; for capital im- 
provements; for extension of cooperative and other 
banking credit: for financing of export to Israel; for 
investment in stock of two companies; and for working 
capital and other corporate purposes. Underwriter— 
None. 
*% Pail Corp. (Formerly Micro Metallic Corp.) 
Nov. 1 (letter of notification) 20,000 shares of common 
stock (par $1). Price—S5 per share. Proceeds—For in- 
ventories. working capital, etc. Business — Filtration 
equipment. Office—30 Sea Cliff Ave., Glen Cove, L. L, 
N. Y. Underwriter—Schuster & Co., Inc., New York. 
Pan American Tool Co., Houston, Texas 
Oct. 28 filed 165,000 shares of common stock (par $1), 
to be offered in blocks of not less than 3,000 shares. Price 
—To be supplied by amendment. Proceeds — To dis- 
charge trade accounts payable, to buy tools and equip- 
ment and for working capital. Underwriter—N one. 
Pan-israel Oil Co., Panama 
Sept. 27 filed voting trust certificates covering 1.000.000 
shares of common stock (par one cent). Price—At mar- 
ket on the American Stock Exchange. Proceeds — For 
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exploratory drilling and development of presently 
licensed acreage and for acquisition of additional acre- 
age. Underwriter—None. 


Peoples Security Investment Co. 
Oct. 28 filed 1,000,000 preorganization subscriptions to 
class A voting common stock and 250,000 preorganization 
subscriptions to class B non-voting common stock to be 
offered in units of four class A shares and one class B 
share, the purchaser agreeing to donate each class B 
share io the Peoples Security Foundation for Christian 
Education, to be incorporated as a non-profit corpora- 
tion. Price—$2 per share. Preceeds — For capital and 
surplus to finance a proposed insurance company to be 
named Peoples Security & Endowment Co. of America. 
Office — Montgomery, Ala. Underwriter — None. T. J. 
Patterson is President. 


® Perkin-Elmer Corp., Norwalk, Conn. (11/8) 
Oct. 17 filed 100,000 shares of common stock (par $1). 
‘Price — To be supplied by amendment. Preceeds—For 


expansion and working capital. Underwriter—Blyth & 
Co., Inc., New York. 


Pleasant Valley Oi! & Mining Corp. 
Sept. 30 (letter of notification) 2,000,000 shares of com- 
mon stock. Price—At par (five cents per share). Pro- 
ceeds — For geological studies, reserve for contingent 
liability, for machinery and equipment and other re- 
serves. Office — 616 Judge Bldg., Salt Lake City, Utah. 
Underwriter—Steven Randall & Co., Inc., New York. 


% Pyramid Mining & Metal Corp. 

Oct. 24 (letter of notification) 236,000 shares of common 
stock (par $1). Priee—$1.25 per share. Proceeds—For 
mining expenses. Offiee — 508 Great Plains Life Bldg., 
Lubbock, Tex. Underwriter—Sterling Securities Co., Inc., 
Odessa, Tex. 


Uranium Corp. (New York) 
Aug. 13 filed 125,000 shares of common stock (par one 
cent). Price—$5 per share. Preceeds—For exploration 
and development of properties and completion of a ura- 
nium concentrating pilor mill. Office—295 Madison Ave., 
New York 17, N. Y.. Underwriter—None. 


Rapid Electrotype Co., Cincinnati, Ohio 

Oct. 2 filed $6,500,000 of 7% sinking fund subordinated 
debentures due Nov. 15, 1967, to be offered in exchange 
for common stock of American Colortype Co. at rate of 
$40 of debentures for each Colortype common share. The 
offer will expire Nov. 14, 1957, unless extended, and 
shall become effective whenever it has been accepted by 
holders of 40,000 Colortype common shares, but may be 
declared effective as to all or any lesser number of such 
shares. Electrotype already owns 125,787 shares 
(52.66% ) of the outstanding Colortype common shares. 
Underwriter—None. Statement eftective Oct. 30. 


Reichho!d Chenicals, Inc. 
Oct. 10 filed 200,006 shares of common stock (par $1). 
Price—To be supplied by amendment. Proceeds--—For 
expansion program and working capital. Underwriter— 
Blyth & Co., ine., New York. Offering ——- Temporarily 
postponed. 


% Reno Auditorium Inc. 

Oct. 28 (letter of notification) 100,000 shares of common 
stcok (par $1). Price—$3 per share. Preceeds—For con- 
struction, land, working capital, etc. Office—Suite 322, 
Professional Bldg., Reno, Nev. Underwriter—None. 


Research Instrument Corp. 
Oct. 7 (letter of notification) $125,000 of 10-year 10% 
convertible debentures and 12,500 shares of common 
stock (no par) to ke offered in units of one $100 debenture 
and ten shares of common stock. Price—S$200 per unit. 
Proceeds-——For equipment, working capital and inven- 
tory. Offtice—7962 S. EF. Powell Blvd., Portland, Ore. 
Underwriter—Campbeil & Robbins, Inc., Portland, Ore. 


% Resolute Bay Trading Co., Ltd. 

Oct. 29 (letter of notification) 30,000 shares of common 
stock. Price—At par ($5 per share). Proceeds—For work- 
ing capital, etc. Business—Purchase and sale of commo- 
dities. Office—St. John, N. B., Canada. Underwriter— 
Irving Weis & Co.. New York. 


® Ritter Finance Co., Inc. (11/18-22) 

Oct. 11 filed $900,000 of 6% debentures due 1977 (with 
class LB common stock warrants attached), together with 
240,000 shares of class B common stock, of which all of 
the debentures and 150,000 shares of class B stock will 
be offered publicly and the remaining 90,000 class B 
shares reserved fr exercise of stock warrants. Price— 
To be supplied by amendinent. Proeeeds—For working 
capital. Underwriter—Stroud & Co., Inc., Philadelphia, 
Pa. 
® Roach (Hal) Productions (11/25-29) 

Aug. 8 filed 375,000 shares of common stock (par $1). 
Price—$3 per share. Proceeds—For expansion of pro- 
duction of filmed television commercials and for working 
capital. Business—Produces films for television. Office 


—Culver City, Calif. Underwriter—S. D. Fuller & Co., 
New York. 


Rose Records, Inc. 
July 22 (letter of notification) 11,022 shares of common 
stock. Price—At par ($1 per share). Proceeds—For work- 
ing capital. Office—705 South Husband St., Stillwater, 
Okla. Underwriter—Richard B. Burns Securities Agency, 
Stillwater, Okla. 


Rotor Tool Co. 

Sept. 25 (letter of notification) 1,278 shares of common 
stock (par $1) being offered to stockholders of record on 
Oct. 10, 1957 on the basis of one new share for 30 shares 
held; rights to expire Nov. 9, 1957. Price — $38.50 per 
share. Proceeds—For general corporate purposes. Office 
—26300 Lakeland Blvd., Cleveland, Ohio. Underwriter— 
None. 


*% Royal McBee Corp. (11/21) 

Nov. 1 filed $7,675,300 of 20-year convertible subordin- 
ated debentures due Dec, 1, 1977 to be offered for sub- 
scription by common stockholders of record Nov. 20, 
1957, on the basis of $100 of debentures for each 20 
shares of common stock held; rights to expire on Dec. 4. 
Price—To be supplied by amendment. Proceeds—To re- 
duce bank loans and for working capital. Underwriter— 
Kuhn, Loeb & Co., New York. 


Rule (C. F.) Construction Co. 
Sept. 13 filed 127,289 shares of common stock (par $10). 
Price—S$13 per share. Proceeds—To retire outstanding 
loans and for working capital and investment in addi- 


— equipment. Office—Nashville, Tena. Underwriter 
—None. 


St. Louis Insurance Corp., St. Louis, Mo. 
March 27 filed 1,250 shares of class C cumulative pre- 
ferred stock (par $57). Price—$97 per share. Proceeds 
—To R. M. Realty Co., who is the selling stockholder. 
Underwriter — Yates, Heitner & Woods, St. Louis, Mo. 
Offering—indefinitely postponed. 


San Diego Gas & Electric Co. (11/7) 

Oct. 8 filed $12,000,000 of first mortgage bonds, series G, 
due 1987. Proceeds—To repay bank loans. Underwriter 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; Blyth & Co., Inc.; 
Salomon Bros. & Hutzler; Lehman Brothers; The First 
Boston Corp.; White, Weld & Co. and Shields & Co. 
(jointly); Eastman Dillon, Union Securities & Co. and 
Merrill Lynch, Pierce, Fenner & Beane (jointly); Kuhn, 
Loeb & Co. Bids—To be received up to 8:30 a.m. (PST) 
on Nov. 7 at 111 Sutton St., San Francisco 4, Calif. 


Savannah Electric & Power Co. (11/14) 

Oct. 16 filed $6,000,000 of first mortgage bonds due 1987. 
Proceeds — To repay bank loans and for construction 
program. Underwriter—To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; The First Boston Corp.; Merrill Lynch, Pierce, Fen- 
ner & Beane; White, Weld & Co. and Kidder, Peabody 
& Co. (jointly). Bids — To be received up to 11 am. 
(EST) on Nov. 14 at 90 Broad St., New York, N. Y. 


Schering Corp., Bloomfield, N. J. 
Sept. 19 filed 278,983 shares of 5% cumulative con- 
vertible preferred stock (par $30) and 418,475 shares of 
common stock (par $1) to be issued in exchange for 
stock of White Laboratories, Inc. (which is to be merged 
with, Schering Corp. effective Sept. 19, 1957) on the 
basis of one share of preferred stock and 1% shares of 
common stock for each White ‘elass A’ or class B com- 
inon share held. Underwriter—None. 


Shacron Oil Corp. 

Sept. 11 (letter of notification) 40,000 shares of common 
stock ((par $1) to be offered for subscription by stock- 
holders; then to public. Price—$1.25 per share to stock- 
holders; $1.37'2 to public. Proceeds—For expenses in- 
cidental to drilling of oil wells. Office—Suite 14, 1500 
Massachusetts Ave., N. W., Washington, D. C. Under- 
writer—None. 


* Sheraton Corp. of America 

Oct. 31 filed 13,000 memberships in the corporation’s 
Employees Savings Plan, together with $1,000,060 of 5% 
debentures due March 1, 1967 of the corporation, with 
warrants tc purchase common stock, and 40,000 shares 


of Sheraton common stock which may be acquired under 
the plan. 


® Simplicity Pattern Co. Inc. 

Oct. 10 filed 155,000 shares of common stock (par $1). 
Vrice—-To be supplied by amendment. Proceeds— To two 
selling stockholders. Underwriter—Merril]l Lynch, Pierce, 
Fenner & Beane, New York. Offering—-Tcmporarily de- 
layed. 


® Smith-Corona, Inc. 

Oct. 11 filed $4,235,700 of 6% convertible subordinated 
debentures due May 1, 1978, being otfered for subscrip- 
tion by common stockholders of record Nov. 1 on the 
basis of $100 principal amount ot debentures for each 20 
common shares held; rights to expire on Nov. 18. Price 
—100% of principal amount. Proceeds—For expan- 
sion, working capital and other corporate purposes, 
Underwriter—Lehman Brothers, New York. 


Southern Colorado Power Co. (11/13) 

Oct. 21 filed $1,780,780 of convertible debentures due 
Dec. 1, 1972 to be offered for subscription by common 
stockholders of record about Nov. 13, 1957 on the basis 
of $100 of debentures for each 40 shares of stock held; 
rights to expire about Nov. 27, 1957. Price — 100% of 
principal amount. Proceeds—Together with funds from 
private sale of $1,500,000 5°.‘ first mortgage bonds, to 
repay bank loans and for new construction. Underwriters 
—Stone & Webster Securities Corp. and Paine, Webber, 
Jackson & Curtis, both of New York. 


Southern New England Telephone Co. 

Sept. 25 filed 1,358,300 shares of capital stock being of- 
fered for subscription by stockholders of record Oct. 7, 
1957 on the basis of one new share for each four shares 
held; rights to expire on Nov. 8, 1957. Price—At par ($25 
per share). Proceeds—To repay advances from Ameri- 
can Telephone & Telegraph Co., which owns 1,173,696 
shares (21.6%) of Southern capital stock. Underwriter 
—None. 


Sports Arenas (Delaware) Inc. 

Oct. 16 (letter of notification) 240,000 shares of common 
stock (par one cent). Price—$1.25 per share. Proceeds 
—For acquisition and building of bowling alleys and for 
working capital. Office — Crompond Road, Yorktown 
Heights, N. Y. Underwriters —- James Anthony Securi- 
ties Corp., New York, N. Y.; and MacRobbins & Co., Inc., 
Jersey City, N. J. 
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Standard Oil Co. (New Jersey) (11/18) 
Oct. 15 filed a maximum of 6,565,000 shares of capital 
stock (par $7) to be offered for subscription by stock- 
holders of record Nov. 8, 1957, at the rate of one new 
share for each 30 shares held; rights-*to expire on Dec. 18, 
1957. Price—To be supplied by amendment. Proceeds— 
To increase investments in subsidiary and affiliated 
en. Underwriter—Morgan Stanley & Co., New 

ork. 


Standard Steel Products Manufacturing Co. 
Oct. 3 (letter of notification) $165,000 of 7% 10-year 
debentures and 11,000 shares of common stock (par 
$2.50) to be offered in units of $30 principal amount of 
debentures and two shares of stock. Price—$45 per unit, 
Proceeds—For equipment and working capital. Offiee 
—2836 S. 16th St., Milwaukee, Wis. Underwriter—The 
Milwaukee Co., Milwaukee, Wis. 

% Suburban Electric Co. (12/11) 

Nov. 5 filed $4,500,000 first mortgage bonds, series D, 
due 1987, Proceeds—To repay bank loans and for con- 
struction program. Underwriter—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Kidder, Peabody & Co. and White, Weld & 
Co. (jointly). Bids—To be opcned on Dec. 11. 

Surinam Corp., Houston, Tex. 

Oct. 21 filed 10,000,000 shares of common stock (par 
one cent). Price—$1 per share. Proceeds—For explora- 
tion and exploitation of oil, gas and sulphur properties, 
Underwriter—T. J. Campbell Investment Co., Inc., Hous- 
ton, Tex. 


Syntex Corp. (Republic of Panama) 

July 24 filed 1,165,750 shares of common stock (par $2) 
to be offered for subscription by common stockholders 
of Ogden Corp. on the basis of one new share for each 
four shares held and to holders of options on the basi@ 
of one share for each option tea purchase four shares of 
Ogden comman stock; unsubscribed shares to be offered 
to certain employees and officers. Price—$2 per share. 
Proceeds—To pay outstanding obligations to Ogden Corp. 
Underwriter—None. 

@ Tax Exempt Bond Fund, Inc., Washington, D. C. 
June 20 filed 40,000 shares of common stock. Price—$25 
per share. Proceeds — For investment. Underwriter— 
Equitable Securities Corp., Nashville, Tenn. Offering— 
Held up pending passing of necessary legislation by 
Congress. 


Taylor Instrument Companies 

Oct. 1 filed 99,195 shares of common stock (par $10) to 
be offered for subscription by common stockholders on 
the basis of one new share for each four shares held. 
Price—To be supplied by amendment. Proceeds — To 
retire short term bank loans and for working capital an@ 
general corporate purposes. Office — Rochester, N. Y¥. 
Underwriter—The First Boston Corp., New York. Offer- 
ing—lIndefinitely postponed. 


Tex-Star Oil & Gas Corp., Dallas, Texas 
Oct. 14 filed 600,000 shares of common stock (par $1) to 
be offered in exchange for leases on certain properties. 
Underwriter—None. 


Texam Oil Corp., San Antonio, Texas 

May 29 filed 300,000 shares of common stock (par $1), 
to be offered for subscription by common stockholders 
on a basis of two new shares for each share held. Price 
—To be supplied by amendment. Proceeds—To repay 
indebtedness, for acquisition and exploration of oil and 
gas leases, for drilling and completion of wells, and for 
other corporate purposes. Underwriter—None. 


* Texas Augelio Petroleum Exploration Co. 

Oct. 29 (letter of notification) 1,222,000 shares of com- 
mon stock. Priee—At par (10 cents per share). Proceeds 
—For exploration of oil properties. Office—-Room 7, 4th 
Bidg., P. O. Box 859, Anchorage, Alaska. Underwriter— 
None. 


Texas Eastern Transmission Corp. (11/14) 
Oct. 24 filed 200,000 shares of cumulative preferred stock 
(par $100). Price—To be supplied by amendment. Pro- 
ceeds—For gas expansion program, Underwriter—Dillon, 
Read & Co. Inc., New York. 


Time Finance Corp., Norwood, Mass. 
Oct. 8 filed $750,000 of convertible subordinated deben- 
tures, series A, due Oct. 1, 1969. Price — At 100% of 
principal amount. Proceeds—To reduce bank loans and 
for general corporate purposes. Underwriter—Coffin & 
Burr, Inc., Boston, Mass, Offering — Expected today 
(Nov. 7). 


Transcontinental Gas Pipe Line Corp. (11/12) 
Oct. 17 filed $20,000,000 of debentures due 1978 and 
1,000,000 shares of common stock (par 50 cents). Price 
—To be supplied by amendment. Proceeds — To repay 
bank loans and for construction program. Underwriters 
~-White, Weld & Co. and Stone & Webster Securities 
Corp., both of New York. 


® Tripac Engineering Corp. 

Feb. 27 (letter of notification) 100,000 shares of class A 
common stock (par 10 cents). Price—$1.50 per share, 
Proceeds—For working capital; machine tools; equip- 
ment and proprietary development. Office — 4932 St. 
Elmo Ave., Bethesda 14, Md Wnderwriter—Whitnev & 
Co., Inc., Washington, D. C. Statement has been with- 
drawn. 


Tucson Gas, Electric Light & Power Co. 
Sept. 25 filed 200,000 shares of common stock (par $5). 
Price—To be supplied by améndment. Proceeds—To re- 
pay bank loans and for construction program. Under- 
writers—Blyth & Co., Inc., San Francisco and New York; 
and The First Boston Corp., New York. Offering — 
Temporarily postponed. 
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Ulrich Manufacturing Co. 

Sept. 24 filed $600,000 of 6% sinking fund debentures 
and 30,000 shares of class A common stock (par $1) to 
be offered in units of $500 of debentures and 25 shares of 
stock. Price—To be supplied by amendment. Proceeds— 
To reduce bank loans, to repay all or part of an out- 
standing 5% term loan and/or provide additional work- 
ing capital. Office—Roanoke, Ill. Underwriter—White 
& Co., St. Louis, Mo., on a best-efforts basis. 


Union of South Africa 
Sept. 12 filed $15,000,000 10-year external loan bonds 
due Oct. 1, 1967. Price—To be supplied by amendment. 
Proceeds—For transportation development program. Un- 
derwriter—Dillon, Read & Co. Inc., New York. Offering 
—Postponed temporarily. 


% United Merchants & Manufacturers, Inc. 

Oct. 30 filed (a) $500,000 of Interests in The Employees 
Stock Purchase Plan for 1958, together with 75,000 
shares of common stock for issuance under said plan; 
and (b) 124,386 shares of common stock for issuance 
pursuant te The Executive Employees Restricted Stock 
Option Plan. 


United States Coconut Fiber Corp. (11/14) 
Sept. 30 filed 735,000 shares of common stock (par $1). 
Price—$4 per share. Proceeds—For expansion program 
and other corporate purposes. Office—Washington, D. C. 
Underwriter — Southeastern Securities Corp., New York. 


* United States Development Corp. 

Oct. 29 (letter of notification) 200,000 shares of common 
stock. Price—At par ($1 per share). Proceeds—For min- 
ing expenses. Office—5024 - 25th N. E. Seattle, Wash. 
Underwriter—None. Milo M. Palmer, President, will act 
as agent. 


United States Sulphur Corp. 
Oct. 8 filed 1,500,000 shares of common stock (par one 
cent). Price—$1 per share. Proceeds—For plant rental, 
etc.; to retire corporate notes; for core drilling; for 
working capital; and for other exploration and develop- 
— work, Office — Houston, Texas. Underwriter — 
‘one. 


*% Universal Drilling Co., Inc., New Orleans, La. 
Oct. 31 filed 400,000 shares of class A common stock 
(par $1). Price—$5.50 per share. Proceeds—To pay ob- 
ligations incurred and to be incurred in connection with 
construction and eauipping of a drilling barge; and for 
working capital and other corporate purposes, Under- 
writer—Kohimeyer & Co., New Orleans, La. 


Uranium. Corp. of America, Portland, Ore. 
April 30 filed 1,250,000 shares of common stock (par 10 
cents). Price—To be supplied by amendment (expected 
to be $1 per share). Proceeds—For exploration purposes. 
Underwriter—To be named by amendment. Graham Al- 
bert Griswold of Portland, Ore., is President. 


Victoreen Instrument Co., Cleveland, O. 

Oct. 9 filed $1,000,000 of 6% convertible subordinated 
debentures due Nov. 15, 1967 to be offered for subscrip- 
tion by common stockholders at the rate of $160 of 
debentures for each 100 shares of common stock held; 
rights to expire about Nov. 11, 1957. Price—To be sup- 
plied by amendment. Proceeds — For expansion and 
working capital. Underwriter—Saunders, Stiver & Co., 
Cleveland, Ohio. 


*% Virginia Electric & Power Co. (12/3) 
Oct. 29 filed $20,000,000 of first and refunding mortgage 
bonds, series N, due Dec. 1, 1987. Proceeds—For con- 
struction expenditures. Underwriter—To be determined 
by competitive bidding. Probable bidders: Halsey, 
Stuart & Co. Inc.; Kuhn, Loeb & Co. and American Se- 
curities Corp. (jointly); Salomon Bros. & Hutzler; East- 
man Dillon, Union Securities & Co.; Stone & Webster 
Securities Corp.; White, Weld & Co. Bids—Expected to 
be received up to 11 a.m. (EST) on Dec. 3. 

Warwick Valley Telephone Co. 
Oct. 24 (letter of notification) 4,708 shares of common 
stock (no par) to be offered for subscription by common 
stockholders on the basis of one new share for each two 
shares held. Price—$20 per share. Proceeds—For con- 
struction of new telephone plant. Office — 47-49 Main 
St., Warwick, N. Y. Underwriter—None. 


Washington National Development Corp. 

Oct. 2 (letter of notification) 50,000 shares of common 
stock (par $1) of which 34,280 shares are to be offered 
publicly at $1.20 per share and 15,720 shares are to be 
offered to certain individuals under options. Proceeds— 
For general corporate purposes. Office — 3612 Quesada 
St, N. W., Washington, D. C. Underwriter—Wagner & 
Co., New York City. 

Western Chrome, Inc., Salt Lake City, Utah 

Oct. 10 filed 300,000 shares of common stock (par $1). 
Price — To be supplied by amendment. Proceeds — To 
develop chromite mines in Siskiyou County in northern 


— Underwriter—None. J. Bracken Lee is Presi- 
ident. 


Western Copperada Mining Corp. (Canada) 

Aug. 30 (letter of notification) 300,000 shares of common 
stock. Price—At par ($1 per share). Proceeds—For de- 
velopment and exploratory work, drilling costs and sur- 
vey, and for working capital. Office — 1205 Phillips 
Square, Montreal, Canada. Underwriter—Jean R. Veditz 
Co., Inc., New York. 

+ Wisconsin Public Service Corp. 

Nov. 5 filed $7,000,000 of first mortgage bonds due Dec. 
1, 1987. Proceeds—For construction program and to 
repay bank loans. Underwriters—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Kidder, Peabody & Co.; The First Boston 
Corp.; Merrill Lynch, Pierce, Fenner & Beane; Salomon 
Bros. & Hutzler and Eastman Dillon, Union Securities & 
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Co. (jointly); Dean Witter & Co.; Lehman Brothers; 
White, Weld & Co. Bids—-Expected to be received some 
time in December. 


Woodbury Teleptone Co. 
Sept. 23 (letter of notification) 3,533 shares of common 
stock being offered fer subscription by common stock- 
holders of record Oct. 25, 1957 on the basis of one new 
share for each three shares held; rights to expire Nov. 22, 
1957. Price—At par ($25 per share). Proceeds—To repay 
all short term bank notes and for construction program. 
Office—Woodbury, Conn. Underwriter—None. ' 


Wycotah Oil & Uranium, Inc., Denver, Colo. 
July 29 filed 375,000 shares of common stock (par $1) 
Price—$4 per share. Proceeds—For acquisition of prop- 
erty and for other corporate purposes Underwriter — 
Teden & Co. Inc., New York. Statement effective 
Oct, 24. 


Zale Jewelry Co., in Dallas, Texas 
Oct. 25 filed 100,000 snares of common stock (par $1). 
Price — To be supplied by amendment, Proceeds — To 
expand operations and for working capital. Underwriter 
—Eppler, Guerin & Turner, Inc., Dallas, Texas. 


Prospective Offerings 


Aircraft, Inc. 
July 9 it was reported company plans to issue and sell 
up to $12,500,000 common stock, following spin-off by 
California Eastern Aviation, Inc. of its subsidiaries, 
Land-Air, Inc. and Air Carrier Service Corp. into Air- 
craft, Inc., a new company. Underwriter—Cruttenden, 
Podesta & Co., Chicago, Ill. 


All States Freight, Incorporated, Akron, Ohio 
Oct. 21 it was announced company plans to offer public- 
ly $1,000,000 of 10-year 6% debentures (with common 
stock warrants). Price — 100% and accrued interest. 
Proceeds—Together with other funds to pay part of cost 
of purchase of an operating carrier truck line. Under- 
writer—Fulton, Reid & Co., Inc., Cleveland, Ohio. 

Atlantic City Electric Co. 

April 9, Bayard L. England, President, announced that 
later this year the company will probably issue about 
$5,000,000 of convertible debentures. Proceeds—For con- 
struction program. Underwriter—May be determined by 
competitive bidding. Probable bidders: Haisey, siuart « 
Co. Inc.; Kuhn, Loeb & Co., American Securities Corp 
and Wood, Struthers & Co. (jointly); White, Weld & Co 
and Shields & Co. (jointly); The First Boston Corp. ance 
Drexel & Co. (jointly); Eastman Dillon, Union Securi- 
ties & Co. and Smith, Barney & Co. (jointly); Lee Hig- 
ginson Corp.; Blyth & Co., Inc. 

Baltimore & Ohio RR. (12/5) 

Bids are expected to be received by the company on 
Dec. 5 far the purchase from it ot $3,435,000 equipment 
trust certiticates. Probable bidders: Halsey, Stuart & Co. 
Inc.; Salomon Bros. & Hutzler. 

Brooklyn Union Gas Co. 

Oct. 11 it was announced that company expects to issue 
and sell $18,000,000 to $20,00U,000 mortgage bonds in the 
first or second quarter of 1958. Proceeds —To repay 
bank loans and tor construction program. Underwriter 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; Lehman Brothers; 
Blyth & Co., Inc., and F. S. Moseley & Co. (jointly); 
Merrill Lynch, Pierce, Fenner & Beane: Harriman Rip- 
ley & Co. Inc. and The First Boston Corp. (jointly). 

Cambridge Electric Light Co. 

Oct. 22 it was reported company may issue $4,500,000 
of first mortgage bonds. Underwriter—To be deter- 
mined by competitive bidding. Probable bidders: Halsey, 
Stuart & Co. Inc.; The First Boston Corp.; and Coffin 
& Burr, Inc. and F. S. Moseley & Co. (jointly). Bids— 
Tentatively expected to be received in January. 


Central Hudson Gas & Electric Corp. 
April 22 it was announced company plans to issue and 
sell this year, probably in the fall, approximately $7,- 
500,000 of sinking fund debentures. Proceeds—To finance 
construction program. Underwriter—Probably Kidder, 
Peabody & Co., New York 


Central Illinois Public Service Co. 

April 9 it was reported company plans to issue and sell 
$10,000,000 of 1st mtge. bonds.Proceeds—To reduce bank 
loans and for construction program. Underwriter—To be 
determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutzler; 
Equitable Securities Corp.; Eastman Dillon, Union Secu- 
rities & Co.; Blyth & Co., Inc.; Kidder, Peabody & Co.; 
and Merrill Lynch, Pierce, Fenner & Beane (jointly); 
Kuhn, Loeb & Co. and A. C. Allyn & Co., Inc. (jointly). 
Offering—Expected late in 1957. 


Chesapeake & Potomac Tel. Co. of Md. (12/9) 
July 30 it was announced company plans to issue and 
sell $30,000,000 of debentures. Proceeds—To repay ad- 
vances from American Telephone & Telegraph Co., the 
parent. Underwriter—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
White, Weld & Co.; Morgan Stanley & Co.; Kuhn, Loeb 
& Co.; The First Boston Corp.; Harriman Ripley & Co. 
Inc. Bids—Expected to be received up to 11:30 a.m. 
(EST) on Dec. 9. 


City Investing Co., New York 
July 30, Robert W. Dowling, President, announced that 
the directors are giving consideration to the possible 
future issuance of debentures which could be used 
largely to acquire investments producing ordinary in- 
come as well as those with growth potentials. 

Coastal Transmission Corp. 
July 1 it was reported the company plans to offer pub- 
licly about 191,000 units of securities for about $20,000,- 


000 (each unit expected to consist of a $25 debenture or 
$35 interim note and five shares of $1 par common 
stock). Preceeds—Together with other funds, for con- 
struction program. Underwriters—Lehman Brothers and 
Allen & Co.. both of New York. 


Colorado Fuel & Iron Corp. 
Oct. 3 it was reported company now plans to issue and 
sell about $25,000,000 first mortgage bonds due 1977. 
Underwriter—Atlen & Co., New York. 


Commerce Oil Refining Co. 

June 10 it was reported this company plans to raise 
about $64,000,000 to finance construction on a proposed 
refinery and for other corporate purposes. The major 
portion will consist of first mortgage bonds which would 
be placed privately, and the remainder will include de< 
bentures and common stock (attached or in units). Un- 
derwriter—Lehman Brothers, New York. 


% Commonwealth Edison Co. (1/14) 
Nov. 4 it was announced company plans to sell $50,000,- 
000 of mortgage bonds or debentures. Preceeds —,For 
construction program. Underwriter—To be determined 
by competitive bidding. Probable bidders: Halsey, Stu 
& Co. Inc.: The First Boston Corp.; Glore, Forgan & : 
Bids—Tentatively expected to be received on Jan. | 
1958. Registration — Planned for about the middie f 
December. ‘ 


Connecticut t & Power Co. ; 
Feb. 18, it was reported company plans to sell not less 
than $20,000,000 of first mortgage bonds, possibly this 
Fall, depending upon market conditions. Proceeds—For 
construction’ program, Underwriter — Putnam & Co,, 
Hartford, Conn.; Chas. W. Scranton: & Co., New Have 
Conn.; and Estabrook & Co., Boston, Mass, 


Cook Electric Co. 
July 15 it was reported that company is planning some 
equity financing. Underwriter—Probably Blunt Ellis & 
Simmons, Chicago, Ill. 

Crucible Steel Co. of America 
Sept. 18 it was announced company plans to offer to its 
common stockholders the right to subscribe for 101,153 
shares of cumulative convertible preferred stock on the 
basis of one share of preferred stock for each 36 shares 
of common stock’ held. Stockholders to vote Nov. 7.0n 
approving financing. Price—At par ($100 per share), 
Proceeds—Together with funds from sale of additional 
mortgage bonds, to be used for expansion program. Un- 
derwriter—The First Boston Corp., New York. 


Darco Industries, Inc. 

Sept. 23 it was reported registration is expected of ap- 
proximately 275,000 shares of common stock, of which 
about 225,000 shares are to be sold for account of com- 
pany and 50,000 shares for selling stockholders. Business 
—Manufactures products for commercial and military 
aircraft and missiles. Underwriter—William R. Staats & 
Co., Los Angeles, Calif. 


Eastern Gas & Fuel Associates 


April 3 it was announced company may need additional, 
capital of between $25,000,000 and $35,000,000 during the; 


next two years. Underwriter—For any bonds to be de- 
termined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Blyth & Co., Inc.; White, Weld 
& Co., and Kidder, Peabody & Co. (jointly). 


Eastern Utilities Associates 

April 15 it was announced company proposes to issue 
and sell $3,750,000 of 25-year collateral trust bonds. 
Proceeds — For advances to Blackstone Valley Gas & 
Electric Co., a subsidiary. Underwriter—To be deter- 
mined by competitive bidding. Probable bidders: Hal- 
sey, Stuart & Co. Inc.; Kidder, Peabody & Co.; Blyth 
& Co., Inc.; White, Weld & Co.; Stone & Webster Se- 
curities Corp: and Estabrook & Co. (jointly). 


Faicon Seaboard Drilling Corp. : 
Oct. 28 it was reported that a secondary offering of 


110,000 shures of common stock is expected. Underwriter 


—Lehman Brothers; New York. 

Federation Bank & Trust Co. (N. Y.) 
Sept. 12 it was announced stockholders will be given 
the right to subscribe for 118,900 additional shares of 
capital stock at the rate of one new share for each three 
shares held of record Oct. 18, 1957; rights to expire on 


Dec. 6, 1957. Price—$21 per share. Proceeds—To in- 


crease capita] and surplus. Underwriter—None. 
Gulf interstate Gas Co. 


May 3 it was announced company plans to issue some: 
additional first mortgage bonds, the amount of which has 


not vet been determined. Proceeds — For construction 
program. Underwriters—Carl M. Loeb, Rhoades & Co, 
and Merrill Lynch, Pierce, Fenner & Beane 

Hathaway (C. F.) Co., Watervilfe, Me. 
June 24 it was announced company plans soon to offer 
to its common stockholders some additional cOmmon 


stock. Underwriter—Probably H. M. Payson & Co., Port-| 


land. Me 


Hawaii (Territory of) (11/19) 


The Treasurer of ihe Territery, at the Bankers Trust Co., 


Noom 1515, 14 Wall Street, New York, N. Y., will up to 
10 a.rn. (EST) on Nov. 19 receive bids for the purchase 
from the Territory ‘of $7,000,000 public improvement 
bonds,’ series B, dated Nov. 15, 1957 and due annually 
on Nov. 15, each year, to and including Nov. 15, 1977. 
indiana & Michigan Electric Co. (2/13/58) 

Oct. 21 it was reported company plans to issue and sell 
$25,000,000 of first mortgage bonds due 1988. Proceeds 
—For reduction of bank loans and for construction 
program. Underwriter—To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; Harriman Ripley & Co. Inc.; The First Boston 
Corp.; Eastman on, Union Securities & Co. Bids— 


Ténfatively exnected to be received up to 11 a.m. (EST) 
on Feb, 13, 1958. 
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Laclede Gas Co. 

Aug. 5 it was announced company plans to raise up to 
11,700,000 new mon this year through sale of new 
securities. Proceeds—To repay bank loans and for con- 
struction program. Underwriter—For bonds, to be de- 
ermined by competitive bidding. Probable bidders: Hal- 
sey, Stuart & Co. Inc.; Lehman Brothers, Merrill Lynch, 
Pierce, Fenner & Beane and Reinholdt & Gardner (joint- 
ly ). 

® Lieberknecht (Karl), Inc. (11/20) 
Bids will be received up to 11 a.m. (EST) on Nov. 20 at 
he Office of Alien Property, 101 Indiana Avenue, N. W., 
Washington 25, D. C., fer tne purchase from tne Attor- 
ney General of the United States, as an entirety, of 
156,025 shares of capital stock (no par) of this corpora- 
tion. This represents 63.21% of the total number of 
shares outstanding: On Oct: 17, 1956, the Attorney 
General rejected all bids received for the stock; includ- 
ing’ a high bid of $3,065,100. 


Long Island Lighting Co. 
April 16 it. was announced company plans to sell later 
this ‘year $40,000,000 of first mortgage bonds, series J. 
Proceeds—To refund $12,000,000 of series C bonds due 
an. 1, 1958 and for construction program. Underwriter 
-Té be determined by competitive biddin ng. Probable 
bidders: Halsey, Stuart & Co. Inc.; The First Boston 
orp. and Blyth & Co. Inc. (jointly): W. C. Langley & 
Co. and Smith, Barney & Co: (jointly). ~ 
‘Louisville & Nashville RR. : 
Bids are expected to be received by the company some 
ime in the Fall for the purchase from it of $14,400,000 
pf equipment trust certificates. Probable bidders: Hal- 
sey, Stuart & Co. Inc.; Salomon Bros. & Hutzler. 
Mangel Stores Corp. 
une 19 it was reported company plans registration of 
lan issue of $3,000,000 of convertible debentures due 1972. 
Jnderwriter—Lee Higginson Corp., New York. 
Montana Power Co. 
May 20 it was reported company may issue and sell in 
the fall about $20,000,000 of debt securities. Proceeds— 
For construction program and to redwce bank loans. 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Eastman 
Dillon, Union Securities & Co.; White, Weld & Co.; Kid- 
der, Peabody & Co.; ith, Barney & Co.,.and Blyth & 
Co., Inc. (jointly); Merrill Lynch, Pierce, Fenner & 
Beane and Stone & Webster Securities Corp. (jointly). 
Montreal Metropolitan Commission 
ept. 26 it was reported an issue of bonds may be pub- 
licly offered in the United States. The Commission re- 
jected a bid of 92.64% for an issue of. $6,376,000 of 20- 
year bonds with an interest rate of 54%. Underwriter 


May be determined by competitive bidding. Probable 
bidders: Lehman Brothers, White, Weld & Co., Eastman 
Dillon, Union Securities & Co., and Blyth. &.Co., 


Inc. 
(jointly); Shields & Co., Halsey, Stuart & Ce. Inc., Sav- 


ard & Hart and Salomon Bros. & Hutzler (jointly). 
* New Orleans Public Service Inc. 
Nov. 5 it was announced company plans to offer to its 
common stockholders the privilege of subscribing for 
157,851 additional shares of commor stock at the rate of 
one new share for each eight shares held. Middle South 
Utilities, Inc.. as holder of 1,215,089 shares (96.22%) of 
the outstanding common stock, proposes. to acquire its 
pro rata share of the additional stock.. Priee—$25 per 
share. Proceeds — For construction program. Under- 
writer—None. 

Norfolk & Western Ry. (12/4) (1/22) 
Bids are expected to be received by this company up to 
noon (EST) on Dec. 4 for the purchase from it of $4,- 
140,000 equipment trust certificates (second instalment) 
to mature semi-annually from May 1, 1958 to and in- 
cluding Nov. 1, 1972. Bids for the remaining $4,140,000 
of certificates of the same issue (third instalment) = 
expected to be received up to noon (EST) on Jan. 
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Probable bidders: Halsey, Stuart & Co. Inc.; Salomon 
Bros. & Hutzler. 

Northern Illinois Gas Co. 
Aug. 29 this company announeged that it has deferred 
until the first half of 1958 its plan to raise between 
$8,000,000 and $10,000,000 early this fall. No decision 
has been made as to the form of the proposed financing, 
but no consideration is being given to sale of common 
stock or securities convertible into common stock. Pro- 
ceeds — For construction program. Underwriter — For 
any bonds, to be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; The First 
Boston Corp.; Glore, Forgan & Co.; Blyth & Co., Inc. 

Northern Natural Gas Co. 
Sept. 9 it was reported company plans to issue and sell 
$25,000,000 of debentures due 1977. Proceeds—To repay 
bank loans and for construction program. Underwriter 
—Blyth & Co., Inc., San Francisco and New ork. Offer- 
ing—Expected in November. 
*% Northern Natural Gas Co. 
Nov. 5 the directors authorized the issuance of additional 
shares of common stock (par $10), to be offered early in 
1958 to common stockholders on the basis of one new 
share for each eight shares held. Underwriter—None. 

Ohio Water Service Co. 
Sept. 26 it was reported company to issue and sell in 
November an issue of $1,500,000 convertible subordinated 
debentures. Underwriter—McDonald & Co., Cleveland, 
Ohio. Registration—Expected in near future. 

Pacific Gas & Electric Co. 
Oct. 16 directors authorized the sale of $60,000,000 first 
and refunding mortgage bonds. Proceeds — To retire 
bank loans and for construction program. Underwriter 
—To be determined by competitive bidding. Probable 
bidders: The First Boston Corp. and Halsey, Stuart & Co. 
Inc. (jointly); Blyth & Co., Inc. Offering — Expected 
either in December, 1957 or in January, 1958. 

Permian Basin Pipeline Co. 
Oct. 23 it was announced company, a subsidiary of 
Northern Natural Gas Co., is in the process of formu- 
lating a new financing plan. Proceeds—To repay ad- 
vances from parent, and for new construction. Under- 
writer—Glore, Forgan & Co., New York. 

‘Public Service Electric & Gas Co. 
Aug. 1 it was announced company anticipates it will 
sell in the Fall of 1957 or in 1958 $25,000,000 of preferred 
stock. Proceeds — For construction program. Under- 
writer—May be Merrill Lynch, Pierce, Fenner & Beane, 
New York. 

Quebec Hydro-Electric Commission 
Oct. 7 it was reported that the company may be consid- 
ering a proposal to raise between $30,000,000 and $50,- 
000,000 additional funds this year. Underwriters—The 
First Boston Corp. and A. E. Ames & Co., both of New 
York. 

Riddle Airlines, Inc. 
Oct. 21 it was announced company plans to register with 
the SEC an issue of new common stock, the number of 
sharcs and the price at which they will be offered not 
yet determined. The authorized common stock has been 
increased from 7,500,000 to 15,000,000 shares. Proceeds 
—To finance route expansion and for working capital. 
Underwriter—James HU. Price & Co., Inc., Coral Gables, 
Fla. and New York, N, Y., handled previous public 
offering of 500,000 shares of cominon stock at $3.25 per 
share in July, 1956. 

Royal Dutch Petroleum Co. 
Oct. 3 it was announced company plans early in 1958 to 
raise between Fls.800 million and Fls.1,000 million 
(equivalent to $211,060,000 and $263,000,000) through a 
“rights” offering to stockholders. Price—To be gov- 
erned by market conditions prevailing at time of issue. 
Proceeds—For capital expenditures. Underwriter—Mor- 
gan Stanley & Co. in U. S. 
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Ryder System, Inc. 
Aug. 28 it was announced company plans to sell publicly 
in the Fall an additional 200,000 shares of its common 
stock. Proceeds—For expansion program. Underwriter— 
Blyth & Co., Inc., New York. 


Shell Transport & Trading Co., Ltd. 

Oct. 3 it was announced company plans to offer to stock- 
holders early in 1958 between £40,000,000 and £55,000,- 
000 additional capital stock (equivalent to $112,000,000 
and $154,000,000). Price —To be governed by market 
conditions prevailing at time of issue. Proceeds—For 
capital expenditures. Underwriter—Morgan Grenfell & 
Co., Ltd., London, England. 


South Carolina Electric & Gas Ce. 

Jan. 14 it was reported company plans to issue and sell 
10,000,000 of first mortgage bonds. Underwriter—To be 
etermined by competitive bidding. Probable bidders: 

Halsey, Stuart & Co. Inc.; The First Boston Corp. and 

Lehman Brothers (jointly); Kidder, Peabody & Co.; 

Eastman Dillon, Union Securities & Co. Bids—Not ex- 

pected to be received until the Fall. 

Superior Tool & Die Co. 

July 26 it was announced company plans to issue and 

sell 150,000 shares of 70-cent cumulative convertible 

preferred stock (par $10). Price—Expected to be be- 
tween $11.12% and $11.50 per share, depending upon mar- 
ket conditions. Proceeds—To discharge a note of $1,160,- 

500 held by City Industrial Co. in connection with ac- 

quisition of Bethlehem Foundry & Machine Co. common 

stock and for working capital and general corporate pur- 
poses. Underwriter—Van Alstyne, Noel & Co., New York. 
Toledo Scale Co. 

Sept. 26 it was reported that, following merger with 

Houghton Elevator Co., Toledo Scale Co. plans to issue 

some additional common stock. Underwriter—McDonald 

& Co., Cleveland, Ohio. Registration—Expected in No- 

vember. 

Transocean Corp. of California 

May 21 it was announced company plans a public offer- 

ing of securities to provide about $6,700,000 of new 

working capital. 
Valley Gas Co. 

April 15 it was announced company, a subsidiary of 

Blackstone Valley Gas & Electric Co., plans to issue, 
within one year, $4,000,000 of bonds, $1,100,000 of notes 
and $900,000 of preferred stock to its parent in ex- 
change for $6,000,000 of notes to be issued in exchange 
for certain assets of Blackstone. The latter, in turn, 
proposes to dispose by negotiated sale the first three 
new securities ‘mentioned in “this paragraph. “~~~ 
April 15 it was also announced Blackstone plans to offer 
to its conrmon stockholders (other than Eastern Utilities 
Associates its parent) and to common stockholders of 
the latter the $2,500,000 of common stock of Valley 
Gas Co., it is to receive as part payment of certain 
Blackstone properties. Dealer-Manager—May be Kidder, 
Peabody & Co., New York. 

Washington Natural Gas Co. 

Oct. 18 the directors authorized the sale of $5,000,000 
in debentures. Proceeds—For expansion program. Un- 
derwriter—Blyth & Co., Inc., San Francisco and New 
York. 

Washington Water Power Co. 

Oct. 8, Kensey M. Rotinson, President, stated that the 

company will come into the market early next year, 

probably in January, with $30,000,000 of new public fi- 
nancing, mostly in bonds, but may include some deben- 
tures. Proceeds—For construction program. Underwriters 

—Kidder, Peabody & Co., Blyth & Co., Inc., White, Weld 

& Co. and Laurence M. Marks & Co., all of New York. 

Wisconsin Southern Gas Co., Inc. (11/15) 

Oct. 17 it was reported company plans to offer about 

Nov. 15, for a 14-day standby, an additional 16,566 shares 

of common stock to its stockholders on a 1-for-7 basis. 

Underwriter—The Milwaukee Co., Milwaukee, Wis. 
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The time probably will come 
when the Federal Reserve Board 
will switch to a definite policy 
designed to ease money rates. But 
presumably the monetary authori- 
ties will not be panicked into 
shifting their position by a period 
of weakness in the equity market. 

That much is apparent after 
watching the actions of the Board, 
or perhaps the lack of such ac- 
tion, in spite of supposedly well- 
informed reports that it would at 
least ease up on the “brakes.” 

Thus far the Board has con- 
tinued to do just what the Chair- 
man, William Mc C. Martin, out- 
lined as its policy several months 
ago when he appeared before a 
Congressional Committee. At that 
time he said that it was the 
Board’s policy to “lean against the 
wind,” or words to that effect. 


| been doing in the past fortnight in 


spite of the cry for relief when 
the stock market was undergoing 
a severe adjustment. Reserve of- 
ficials probably were aiming, 
among other things, at slowing 
down the pace of the rise which 
had been under way in stocks 
until mid-summer. 


That development in itself was 
a natural sequence of the ap- 
parent tapering off, in most in- 
dustries, from the peak levels of 
a year or so ago. That levelling- 
off, which is what the Reserve 
sought, has been evident in most 
major industries, and while it has 
been nothing more than that, it 
has served to brush away some of 
the “froth.” 


Vote On Tax Exempts 

Early returns on voting involv- 
ing tax exempt state and munici- 
pal bond proposals suggested that 
the taxpayer is in a rebellious 
mood these days. Indications were 
that a goodly portion of such pro- 
posals, other than school and 
highway issues, had been voted 
down. 

The trend in Ohio was perhaps 
indicative of voting elsewhere 
around the nation. Cleveland 
voters vetoed a proposed $15 mil- 


issue for a Civic Center 
along with a $1 million proposal 
for a Zoo. But they approved $14 
million of highway, bridge and 
incinerator bonds. 


Cuyahoga County voters de- 
feated proposals for $8.2 million 
of bonds for court house improve- 
ments and an airport issue. But 
a $3 million issue for a school 
library was approved. 


Beneficial Finance 5s 


The investment fraternity was 
disposed to look for a “hot” one 
with the public offering today of 
$50 million of 20-year debentures 
of Beneficial Finance Corp. 


The issue, presumably on ad- 
vice of its bankers, made a few 
revisions in its early outlines on 
this particular operation and 
judging by preliminary inquiries 
reported, the changes have built 
up a potential order backlog 
which indicated a quick sale is in 
prospect. 


The maturity was reduced from 
25 to 20 years and the bonds are 
non-callable for 10 years. Carry- 
ing a 5% coupon and priced at 
97 the issue affords a yield of 
5.25%. 


Non-Callable Bonds 


Meanwhile, the rank and file 
were keeping a close eye on the 
response accorded Dayton Power 
& Light Co.s’ $20 million of 30- 
year first mortgage bonds due on 
the market today. 


The issue was sold in competi- 
tive bidding yesterday and drew 
a total of five bids. The successful 
group, taking the bonds as 5s, 
fixed a reoffering price of 100.50 
for an indicated yield of 4.95% 
The firm’s last previous financing, 
due in 1984, carried a 3% rate. 


Market observers noted that the 
current issue, unlike most recent 
offerings, is non-callable. The 
company ’s credit is rated high and 
it is a rather scarce name. In the 
circumstances, bond men were 
waiting to see if the latter con- 
siderations would offset the 
former. 


With Straus, Blosser 
(Special to Tue Pinancrat CHRONICLE) 
DETROIT, Mich. — Roger W. 
Hazelworth is now affiliated with 
Straus, Blosser & McDowell, Pen- 
obscot Building. He was formerly 
with S. R. Livingstone, Crouse & 
Co. 


Thomson & McKinnon 
Open New Jersey Branch 


ALLENHURST, N. J.—Thom- 
son & McKinnon has opened a 
branch office at 301 Main Street 
under the management of Alfred 
L. Rosener. 


Joins Eastman, Dillon 


(Special to Tur Frnanctah CHRONICLE) 


SAN DIEGO, Calif—J. Thomas 
Kraai has joined the staff of 
Eastman Dillon, Union Securities 
& Co., 415 Laurel Street. 


Two With Mountain States 


(Special to Tue FINANCIAL CHRONICLE) 


DENVER, Colo. — Thomas QO. 
Breitling and Harvey L. Sherva 
have become connected with 
Mountain States Securities Cor- 
poration, Denver Club Building. 


Inv. Service Adds Two 


(Special to THe FINANCIAL CHRONICLE) 


DENVER, COLO—Marijory E. 
Burt and Herbert H. Wehry, Jr. 
have become connected with In- 
vestment Service Co., First Na- 
tional Bank Building. 
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Chemical Fund Display 


Chemical Fund last week pre- 
sented a color-sound slide display 
depicting the major role of chemi- 
cal science in the peacetime de- 
velopment of atomic energy and 
other frontiers of chemical science. 
Chemical Fund’s display was at 
the Atomic Trade Fair now being 
held at the New York Coliseum. 
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Mutual Funds : 


By ROBERT R. RICH 

















Bullock Says Economic Adjustments Temporary 


Economic adjustments in the business picture during 1957 


appear to be of a temporary na 


ture and the population growth 


and development of new products and services “are expected to 


maintain the dynamic 
Bullock, President of 
stockholders in the annual repo 


upward 


Nation-Wide 


trend in our economy,” Hugh 
Securities Company, told 


rt for the year ended Sept. 30. 


Mr. Bullock noted that during the past year the economy of 
the United States has been subjected to many conflicting influ- 
ences which created uncertainty in business activity and corporate 


profits. 


“Several industries,” he said, 


“notably the home building and 


primery metals industries, have shown marked declines from the 


levels of previous years, and of 


particular importance has been 


a decline in new orders for capital goods. This tendency to curtail 


expansion, coinciding with a 


considerable 


cutback in defense 


expenditures by the Federal Government, has had a dampening 


effect upon business expansion.” 


He added that the “tightness’ 


* in the money markets has had 


an adverse effect on the prices of bonds and has resulted in the 


deferment of borrowings. 


“However,” Mr. Bullock conti 
maintained at a relatively high 


declining tendency during recent months. 


well sustained and retail trade f 
rising.” 


nued, “business activity has been 
level with some evidence of a 
Production has been 
igures until recently have been 


Total net assets of Nation-Wide Securities were $25,335,354 


at Sept. 30, 1957, compared with 


$25,846,393, the record high set 


a vear earlier. Net asset value per share was $17.20 at the end of 


the current year, compared with $18.32 at Sept. 30, 1956. 


Delaware Fund 
Savs Market Is 


Fully Discounted 


Last week’s “dramatic mar- 
kets” had little effect on Delaware 
Fund’s equity position which is at 
the highest point reached this 
year, Chairman D. Moreau Bar- 
ringer writes in the semi-monthly 
Directors’ Letter. “This reflects our 
feeling,” he told his board, “that 
although the business outlook for 
the coming 6 to 12 months is cer- 
tainly worse than the consensus 
of market opinion placed it a few 
weeks ago, the sharp decline in 
stock prices has more than dis- 
counted it.” 

Mr. Barringer also reported that 
the fund recently sold certain 
stocks whose resistance to the de- 
cline, apparently not justified by 
earnings promises, left them look- 
ing more expe.sive than otuers. 
The proceeds, he said, were re- 
invested in securities whose sharp- 
er decline seemed to mark them 
as better bargains, at least for the 
time being. The fund eliminated 
Standard Oil of Ohio in this proc- 
ess, the resulting funds going into 
other oils; and Texas Eastern 
Transmission preferred. 

Striking an optimistic note, Mr. 


Barringer commented: “Beyond 
the leveling of business indices 
which we foresee this fall and 


winter, lies, we feel confident, a 
resumption of an advance based 
upon a constantly increasing pop- 
ulation, methods of production 
growing ever more efficient, anda 
continued and all-but-irresistible 
pressure for rising governmental 
expenditures coupled with falling 
taxes.” 


Commonwealth 
Income Fund 


Shares Offered 


The public offering of a new 
mutual fund, Commonwealth In- 
come Fund, was announced by 
S. Waldo Coleman, President of 
one of the country’s oldest and 
largest investment company man- 
agement organizations. 

The third member of _ the 
Commonwealth family of mutual 
funds to be established since 1932, 
Commonwealth Income Fund will 
have current income as its primary 
investment objective. The two 
other mutual funds are Common- 


wealth Investment Company, a 
balanced fund, and Common- 
wealth Stock Fund, a common 


stock fund with long-term growth 
as its objective. 

Mr. Coleman said that Com- 
monwealth Income Fund was 
formed at this time to serve the 
needs of investors who are 
primarily interested in current 
income. He pointed out that one 
factor contributing to increased 
investor emphasis upon income is 
the fact that the segment of our 
population over 50 years of age 
is rising faster than the popula- 
tion as a whole and is expected 
to increase by about 20% by 1965. 

“Commonwealth Income Fund,” 
the President added, “rounds out 
the investment management serv- 
ices we are able to provide for 
investors and investment dealers.” 

The Commonwealth family of 
mutual funds now have more than 
50,000 shareholders, located in 
every state and in several foreign 
countries. The companies have 
headquarters at 615 Russ Building, 
San Francisco. 








Lorb, ABB 


Chicago 





New York —_ == 


Prospectus upon request 


American 
Business Shares 


A Balanced Investment Fund 


The Company supervises a portfolio bal- 
anced between bonds and preferred stocks 
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Keystone of Canada Boosts Cash; 
Expects Good Buying Opportunities 


With an eye toward advanta- 
geous buying opportunities ex- 
pected shortiy, Keystone Fund of 
Canada increased its cash position 
from 3% to 85%, according to 
the semi-annual report issued by 
President S. L. Sholley for the six 
months ended Sept. 30. Cash 
amounted to $1,055,992 of the 
fund’s total net asset value of 
$12,596,492. 

Canadian securities, like those 
in the United States, generally de- 
clined in this period, but Keystone 
officials look confidently at long- 
term prospects for the country. 

Says Mr. Sholley, “Canada’s 
prospects for future growth are as 
bright as ever. Her economy con- 
tinues to expand, her vast natural 
resources are still there, and the 
world-wide need for them remains 
unchanged. Business activity in 
général continues on a high pla- 
teau with no indication of moving 
to significantly lower levels. 

“It is our considered judgment 
that monetary and technical fac- 
tors—and not any change in the 
economic prospects — are largely 
responsible for the recent unset- 
tled Canadian securities markets. 
Certainly, monetary developments 
were sufficient to account for the 
downswing in prices. 

“Official Canadian action which 
was designed to control the infla- 
tionary pressures has made money 
more searce and more expensive. 
While the immediate effects may 
be harsh, in the long run it should 
prove beneficial and it may well 
avoid the possibility of the de- 
velopment of a more serious con- 
dition. 

“Second, the increase in the 
British rediscount rate to 7% had 
the effect of taking English money 
out of the Canadian securities 
markets for more pressing use at 
home. In addition, other foreign 


Putnam Growth 
Fund Formed 


Putnam 
mutual 
primary 
capital 
by The 


Formation of the 
Growth Fund, new 
investment fund with 
emphasis on long-term 
growth, is announced 
Putnam Management Company, 
manager of The George Putnam 
Fund of Boston, leading “bal- 
anced” mutual fund. 

Public offering of shares of the 
new Fund was made through a 
nationwide group of leading in- 
vestment dealers starting on Nov. 
6. The initial offering price per 
share was $10.87. 

Described by Charles M. Werly, 
trustee, as “not solely a. growth 
stock fund, but a fund secking 
growth opportunities wherever 
they may be found in the entire 
field of investment,” the new 
fund will invest not only in com- 
mon stocks of aggressive, well- 
managed “growth-type” compa- 
nies, but will also seek investment 
opportunities in such fields as 
cyclical industries, special situa- 
tions, temporarily under-valued 
securities and securities of 
younger, less well-known com- 
panies, 

Introduced on the 20th anniver- 
sary of The George Putnam Fund, 
the new fund will be managed by 


a 


the same management organiza- 
tion. Trustees of The Putnam 
Growth Fund are Charles M. 


Werly, George Putnam, Jr., Van- 
nevar Bush, Horace S. Ford, Louis 
J. Hunter, and Stanley F. Teele. 
“Organization of The Putnam 
Growth Fund at this time reflects 
two strong beliefs on our part,” 
Mr. Werly said. “First, that there 
will continue to be an active and 
growing interest on the part of in- 
vestors in a professionally-man- 
aged fund that emphasizes long- 
term capital growth through ag- 
gressive yet prudent policies on 
investment; and second, that there 


investors have transferred their 
capital from Canadian investments 
to other types of holdings in other 
countries for the time being. 

“An important technical factor 
is the characteristic thinness of 
the markets for many sound Ca- 
nadian equities, and there are no 
specialists to keep the markets 
orderly. This situation, combined 
with active foreign buying, ac- 
centuated the rise in Canadian 
stock prices during the early 
months of 1957. With loss of for- 
eign support, recent declines were 
also accentuated, but the continu- 
ing thin markets should again 
have a favorable impact once the 
rise is resumed.” 

For the six-month period, Key~ 
stone Fund of Canada added to 
its holdings in aircraft, air trans- 
portation, retail, and rubber and 
decreased its interests in metais 
and mining, oil and gas, and pulp, 
paper and forest products. In 
addition to Canadian investments, 
approximately 17% of net assets 
are invested in other countries of 
the Free World. 

The oil and gas group still com~ 
mands 26.7% of the invested capi- 
tal, with utilities holdings of 14.1% 
and metals of 12:3%. The portfolio 
included 58 issues, in which major 
additions during the last half year 
weer in Canadian Eagle Oil, Ca- 
nadian Husky Oil, Royal Dutch 
Petroleum and KLM Royal Dutch 
Airlines. 

Net asset value ..per share de 
clined 6% from $11.08 to $10.42 
in the last 12 months, while the 
Toronto. Stock Exchange Industrial 
Average showed an 88% loss and 
the Montreal Stock Exchange In- 
custrial Average a 15.6% loss over 
the same period. 

Sept. 30,57 Sept. 30'56 
. $12,556,492 $10,609,430 
6,033 3,824 
$10.42 $11.08 


—— 


Total net assets 
No. shareholders 
Asset value per sh. 


will be many opportunities for 
interesting capital appreciation in 
the years ahead if management 
has the ability to see them and 
the courage to grasp them. 


“In order to build an invest- 
ment estate under today’s condi- 
tions of high income taxes and 
inflation, more and more people 
are coming to recognize the 
necessity of seeking long-term 
capital growth. In this era of such 
dynamic change, we have no pre- 
conceived ideas as to where to- 
morrow’s most attractive oppor- 
tunities for long-term capital 





36™ CONSECUTIVE DIVIDEND 
AND YEAR-END CAPITAL 
GAIN DISTRIBUTION 


The Directors of 


TELEVISION- 
ELECTRONICS 
FUND, INC. 


have declared a dividend 
of 11.9 per share from net 
investment income and a 
distribution from net cap- 
ital gain of 55.lc¢ per 
share, both payable No- 
vember 30, 1957 to share- 
holders of record November 
c. Soe 

Chester D. Tripp 
November 1, 1957 President 
135 S. LaSalle Street, Chicago 3, IMinois 











growth .will be. More than any- 
thing else it is this breadth of 
approach that characterizes the 
management philosophy of the 
Putnam Growth Fund.” 


Wisconsin Fund 


Betters Market 


se 

9 
Average in 57 

By shifting part of its portfolio 
into bonds, treasury bills and cash, 
the Wisconsin Fund turned in a 
better performance during the 
first nine months of 1957 than did 
the market average. This is re- 
vealed in the mutual fund’s report 
for the period ended Sept. 30. 

“The fund began 1957 with 
98.2% of net asset value in stocks. 
In contrast, the current report 
shows only 87.8% held in equities. 
Tne remaining 12.2% was invested 
in corporate bonds, treasury bills 
and casn,”’ Harold W. Story, Presi- 
dent, said. 

“During the first nine months 
of 1957, the Dow-Jones 65-Stock 
(composite) average has aropped 
rmore than 9.4% against a decline 
of 7.2%. in net asset value per 
share of ‘Wisconsin Fund,” he 
said: oe te 

The report shows,that the fund’s 
total net assets were $11,242,157 
at the end:of September compared 
with $11,634,065 on Dec. 31, 1956. 
Net asset value per share on Sept. 
30 was $4.77. For comparison pur- 
poses with the $5.31 per share on 
Sept. 30, 1956 and $5.42 at the end 
of 1956, howeyer, it is necessary 
to add back the 26 cents capital 
gains distribution paid Jan. 31, 
1957. This brings the asset value 
to $5.03. 

Selected American Shares’ total 
net assets at Sept. 30, 1957 were 
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$62,935,156, equal to $8.03 a share 
(or $8.87 adjusted for reinvest- 
ment of capital gain distribution 
paid in January). These figures 
compare with $58,574,116 or $9.51 
a share on Sept. 30, 1956. 

The Fund says in the report to 
shareholders: “As the third quar- 
ter of 1957 closed, the stock mar- 
ket was approaching the lower 
levels of its range of the past 23 
months. By way of sharp contrast 
wita the hopeful optimism with 
which the quarter opened, market 
sentiment was concentrated on 
potential adversities. Tight money, 
leveling off of business expendi- 
tures on new plant and equip- 
ment, defense ‘cut-backs’ and 
‘stretch-outs’ were receiving at- 
tention. There were misgivings as 
to the near-term outlook for 
exports, prices of sensitive raw 
materials, new orders, and inven- 
tories. Profit margins show evi- 
cence of some squeeze between 
competitive pressures and rising 
costs. . . 

“However, so far as this man- 
agement can judge, there are still 
many supporting factors in our 
economy. . . . Despite temporary 
interruptions and readjustments, 
it is believed long-term growth 
trends will reassert themselves, 
and further inflationary risks have 
not yet been eliminated.” 

In the last three months Selected 
American added these new stocks 
to its portfolio: 5,000 shares Abbott 
Laboratories, 10,000 Allis-Chal- 
mers, 6,000 Atlantic Coast Line, 
11,000 Chrysler, 7,000 Climax 
Molybdenum, 2,400 Continental 


S-1 Buys Oils, 
Dr 


ugs, Building 
And Finance Stocks 


Sizable increases in drugs, 
building materials, petroleum and 
finance and decreases in machin- 
ery, paper, steels and metals and 
transportation are reflected in the 
annual report of Keystone High- 
Grade Common Stock Fund S-1 
for the fiscal year ended Sept. 30. 

The annual report of Keystone 
Discount Bond Fund B-4, issued 
at the same time and for the same 
period, revealed that the fund is 
earning at a rate better than 542% 
annually on the basis of current 
net investment earnings and year- 
end asset value. That has been the 
average annual return over the 
last 15 years. 

The S-1 year-end portfolio had 
40 individual issues in 16 indus- 
tries. Percentagewise, the list is 
headed by oils, 14.6%; steel, 9.6%; 
drugs, 8.5%; and chemicals and 
utilities, each 7.6%. Largest in- 
dividual holdings are National 
Steel, International Business 
Machines, U. S. Steel, Continental 
Can, Standard Oil of New Jersey, 
First National City Bank of New 
York, Aetna Life Insurance Co., 
and Goodyear Tire & Rubber Co. 

Discount Bond Fund B-4, with 
more than $60 million of net 
assets, represented approximately 
20% of the total in Keystone’s 10 
domestic funds. It is about equal 
in size to Keystone’s Income Com- 
mon Stock Fund, S-2. 


Continued from page 3 


Proper Role of Government 
In Fostering Small Business 


problems of economic change and 
adjustment. 
II 


In view of these accomplish- 
ments of our private financial sys- 
tem, what is there for government 
to do in fostering and strengthen- 
ing small business? I need not tell 
you that this very important 
question is one of the leading 
perennials among the problems of 
public policy. Many minds have 
been turned to it, and a veritable 
legion of answers have been ad- 
vanced. Let me state very simply 
the fundamentals of my own phi- 
losophy of the proper role of gov- 
ernment in relation to small busi- 
ness, 


tioned. Certain points should be 
borne in mind in this connection. 
The first is that tax relief carries 
a cost in terms of revenue that is 
lost to the Treasury, and the char- 
acter and extent of tax relief for 
any segment of our population 
must therefore be considered in 
the light of the broad budgetary 
position of the government. 


The second point is that tax re- 
lief for small business is primarily 
a problem of the inaividual in- 
come tax. Relief can be provided 
to some concerns by changes in 
our corporation tax laws, but the 
great majority of small businesses 
are individual proprietorships or 
partnerships and are taxed under 
the indivi 1 income tax law. 
Because significant changes in our 
individual income tax laws in- 
volve a heavy cost in terms of 
lost revenues, they can be made 
within the framework of a bal- 
anced budget only when appreci- 
able surpluses have been achieved. 
Accordingly, the road to signifi- 
cant tax relief for the really small 
businesses of our nation must be 
found in a wise but firm control 
of governmental expenditures and 
in policies that, by promoting 
stable economic growth, yield 
progressively higher Treasury re- 


Role of Government 


First, there can be not a mo- 
ment’s hesitation as to the prin- 
cipal contribution that government 
can make to the economic posi- 
tion of small concerns. That con- 
tribution is that government 
should pursue policies calculated 
to help maintain a stable prosperi- 
ty. Small businesses, and large 
ones as well, must cope with dif- 
ficult problems of change and 
adjustment even in periods of 
general prosperity. This is inevit- 
able in a progressive and dynamic 


Illinois National Bank, 3,000 du economy. But these problems are ceipts. 

Pont, 5,000 General Foods, 10,000 Keystone Custodian Fund S-1 easiest of solution in an environ- Thirdly, it must be borne in 
General Motors, 6,000 Inland Sept. 30,'57 Sept. 30,56 ment of healthy economic growth, mind that when the burden of 
Steel, 1,000 International Nickel, Total net assets___ $11,761,890 $10,579,495 free of either inflationary or de- taxes on individuals and _ busi- 


5,000 Kansas City Southern, 9,400 No. of shareholders 4,509 3679 flationary tendencies. nesses is as heavy as it has been 


a ‘ . oie Asset value per sh. a$14.93 $15.18 rt 

Soa ae “yo. 2,000 zenith, Inc} per-sh. (6 mos. ) 90:24 * $026 The second ifiajor contribution in the last 15 or more years, there 
aV . 1 pe . < iti “loi for tz 

we Phas Miche ‘ rege the a Includes capital gains distribution of that government can make to ee ee ae segitinate Stans Ser Soe 


relief. The needs of small business 
for tax relief, pressing as they 
are, must be balanced alongside 
the needs and claims of many 


welfare of small business is to use 
its full resources to foster con- 
structive competition. Small busi- 
ness flourishes best in a fluid, 


91 cents per share paid in September 1957. 


Keystone Custodian Fund B-4 


Sept. 30,57 Sept. 30,'56 
$60,470,736 $65,780,708 


portfolio during the period were 
Canadian Pacific, Dow Chemical, 
Ex-Cell-O, International Harves- 
ter, Mead, RCA, Southern Cali- 


Total net assets_-_ 


, ’ No. of shareholders 26,843 26.839 competitive economy, in which others. A 
fornia Edison. Asset value per sh. $9.40 $10.31 opportunities for new companies Yet there are certain changes 
“ Ba * Inc. per sh, (6 mos.) $.28 $0.28 +9 be started are always present that could be made in our tax 


Philadelphia Fund recorded a 
11.43% increase in net assets in 
the 12 months ended Sept. 30, 1957 
according to the fund’s quarterly 
report. 

The increase raised assets to 
$5,286,457 or $7.78 a share, after 
payment of 4542 cents a share in 
capital gains in the preceding 12 
months. This compares with $4,- 
622,220 on Sept. 30, 1956, or $8.91 


laws that would give small busi- 
ness significant relief at a mini- 
mum loss of revenue. The follow- 
ing were recommended to the 
Congress in its last session by 
President Eisenhower in a letter 
directed to the Chairman of the 
House Ways and Means Commit- 
tee, 


and in which a company’s growth, 
once it is established, is not 
blocked or retarded by monopoly 
or by unfair competitive practices. 
The proper interests of small busi- 
ness, and certainly the proper in- 
terests of the community gen- 
erally, require the elimination of 
barriers to open and fair compe- 
tition. The vigorous enforcement 
of our antitrust laws is and must 


Mutual Funds 
Sales Gain 


Purchases of Keystone Custo- 
dian Fund shares soared to $1,- 
222,422.23 on Oct. 23, the largest 
single-day total since Dec. 9, 1946 
when the volume was $1,295,900. 


Four Specific Tax Changes 
Keystone has had several other 


a share. million-dollar days in the past be an essential part of govern- First, it was proposed that the 
The principal common stock gecade. f pas" ment’s program for aiding small formulas of accelerated depreci- 


ation which were made available 
in the Internal Revenue Code of 
1954 to purchasers of new prop- 
erty should be made available to 
purchasers of used property. Small 
businesses frequently purchase 
used equipment, and it is only fair 
that they should be permitted 
within reasonable limits to depre- 
ciate these assets at the same rate 
as does a purchaser of new prop- 
erty. 

Second, our tax laws now per- 
mit partnerships to be taxed, at 
their option, as corporations. In 
order to make the legal form of 
organization of a small business 
a matter to be decided without re- 
gard to taxes, it was proposed that 
corporations with a small number 
of stockholders should be given 
the option of being taxed as if 
they were partnerships. 

Third, it was proposed that the 
payment of estate taxes, where 
the estate consists largely of in- 
vestments in closely-held business 
concerns, might be spread over a 
period of up to 10 years. The 
necessity of meeting estate tax 
liabilities in cash in one instal- 
ment has often required the liq- 
uidation of a small or middle- 
sized business. The option of pay- 
ing estate taxes on the instalment 
plan, as it were, would eliminate 
this unintended and undesirable 
impact of our tax laws. 

Finally, it was proposed that 
original investors should be given 
the right, up to some reasonable 
maximum amount, to deduct from 


Continued on page 39 


purchases during the quarter in- 
cluded Carrier Corp.; Dow Chemi- 
cal Corp.; General Electric Co.; 
General Public Utilities Corp.; 
Georgia Pacific Corp.; Penna. 
Power & Light Co., and A. O. 
Smith Corp. 


U. S.-Foreign 
Reports Assets 
$115 Million 


United States & Foreign Securi- 
ties Corporation, closed-end in- 
vestment company, reports a net 
asset value on Sept. 30, 1957 of 
$115,410,679, which was equal to 
$34.86 per share of stock out- 
standing. This compares with a 
net asset value of $125,817,175, or 
$38 per share as of Sept. 30, 1956. 

During the 12 months ended 
Sept. 30, 1957 dividends amount- 
ing to $3.35 per share were paid, 
of which $2.3778 represented 
capital gains and 97.22 cents was 
from net ordinary income. 

Assets of the corporation were 
distributed as follows, according 
to the nine months report: com- 
mon stocks, 84.6%; U. S. Govern- 
ment securities, 14.4%; and cash 
and receivables, 1%. 


With Western Securities 


DENVER, Colo. — Eugene A. 
Jones is now with Western Se- 
curities Corporation, C. S. Johnson 
Building. He was formerly with 
Birkenmayer & Co. 


business, 


Third, government can contrib- 
ute to the welfare of small busi- 
ness by eliminating any features 
of its laws, its regulations, or its 
administrative practices that, how- 
ever inadvertently, places small 
concerns at a disadvantage rela- 
tive to those of larger size. Al- 
though there are certain advan- 
tages in competitive markets to 
being small, there are disadvan- 
tages as well. Government cannot 
remove all of these disadvantages, 
and it would certainly be a grave- 
ly misdirected public policy that 
sought to offset them by penaliz- 
ing large concerns; but it is ciear 
that any government procedures 
that put small concerns at a rela- 
tive disadvantage should be re- 
vised to eliminate this effect. 

What can government do beyond 
helping maintain stable prosper- 
ity, fostering openly competi- 
tive markets, and altering any 
of its laws or practices 
that place small concerns at 
a disadvantage relative to larger 
enterprises? There are a fair 
number of important things to be 
done. My suggestions fall into 
four main groups. The first group 
relates to taxation, the second to 
financing, the third to government 
procurement, and the fourth to t*e 
general problem of business man- 
agement. Let me consider them 
in that order. 


Record sales for the 12 months 
ended September 1957 have been 
reported by The Parker Corp., 
distributors of Incorporated In- 
vestors and Incorporated Income 
Fund. During this period com- 
bined sales of the funds increased 
70% over the preceding 12 month 
totals, from $45,400,000 to $77,- 
100,000. 


Group Securities Inc. set a new 
1957 record for a single day when 
investor purchases of its shares hit 
$492,348 on Oct. 23. 

Of this total, $215,000 was in 
Group’s Common Stock Fund 
which is currently yielding 5.0%. 

Sales of the National Securities 
Series of mutual funds in Oc- 
tober totaled $7,385,312, an in- 
crease of 113% over the same 
month last year. 

While registering the highest 
October sales in the investment 
company’s history, liquidations 
ran exceptionally low. For tne 
first ten months of 1957, National 
sales now total $68,633,917, an in- 
crease of nearly 49% over the 
same period last year. 

Record nine-month sales of $11,- 
448.955 were reported yesterday 
by Managed Funds, Inc., a 16.4% 
gain above the $9,838,708 total for 
the same period a year ago. 


With Robert C. Buell 


(Special to Tue Frnancrat CHRONICLE) 
HARTFORD, Conn. — Kathleen 
M. Cavanaugh has been added to 
the staff of Robert C. Buell and 
Company. 


Tax Reform 
Proposals for tax relief are per- 
haps the most frequently men- 
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indications of Current 
Business Activity 


AMERICAN IRON AND STEEL INSTITUTE: 

































































Indicated steel operations (percent of capacity)--------- Nov. 10 
Equivalent to— mane 
Steel ingots and castings (net LOL ee, Ie 

AMERICAN PETROLEUM INSTITUTE: 

Crude of] and condensate output—daily average (bbls. pny “a 
42 gallons each) ~._---------------------------------- t. 25 

Crude runs to stills—daily average (bbls.) _--------------- Oct. 25 

Gasoline output (bblis.) ...---------~-------------------- Oct. 25 

Kerosene output (bbis.) _...----------------------------- Oct. 25 

Distillate fuel oil output (bbls.)_...--------------------- Oct. 25 

Residual fuel oil output (bbis.)_-----~--- —o — Oct. 25 

Stocks at refineries, bulk terminals, in transit, in pipe lines— ; 
Finished and unfinished gasoline (bbls.) at--------~--- Oct. 25 
Kerosene (bbis.) at-___-_---~--------------------~------- Oct. 25 
Distillate fuel oil (bbis.) at_.__------------------------ Oct. 25 
Residual fuél oil (bbls.) at___.----------------------- Oct. 25 

ASSOCIATION OF AMERICAN RAILROADS: es 
Revenue freight loaded (number of cars)----~----------- Oct. 26 
Revenue freight received from connections (no. of cars)—Oct. 26 

CIVIL ENGINEERING CONSTRUCTION — ENGINEERING 

NEWS-RECORD: 

IE cme ewan mame Oct. 31 
SE COPA I OC Oct. 31 
NSE EET SECRETE PE Oct. 3 

ES See Oct. 3 
I TS i a an Oct. 31 

COAL OUTPUT (U. S. BUREAU OF MINES): , 
Bituminous coal and lignite (tons)__.------------~-~---~---- Oct. 26 
Pennsylvania, anthracite (tons)_....----~-------~-------- Oct. 26 

DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE 

SYSTEM—1947-49 AVERAGE == 100 ~_-_----_--------- ct. 26 

EDISON ELECTRIC INSTITUTE: 

Miectsic output- (in 000° kwh:)....._...............--....-NoVv. 2 

FAILURES (COMMERCIAL AND INDUSTRIAL) — DUN & 

BRADSTREET, INC. __--~---- EST snaeeail Oct. 31 

IRON AGE COMPOSITE PRICES: 

OEE OS GS ee S| Fe 

. gO RF 8 ge 6 

Serap steel (per gress ton) ......._..-...........-..._.------.. Oct. 29 

METAL PRICES (E. & M. J. QUOTATIONS): 

Electrolytic copper— 

Domestic refinery at..__................-.---------.---- = Oct. 30 

CREE Gitciece ew cee nsnwctaaenenmneecttl Oct. 30 

ee Oct. 30 

Lead (6%. teu) at............= snniilhderttniiniete Sntieceratlapinveteibicindanil Oct. 30 

SEO. GED Cite wc cetbewecmecwengtwccwmtiamennid Oct. 30 

a Oct. 30 

Aluminum (primary pig. 99%) at---.---------------~----- Oct. 30 

RE ee ae aera Oct. 3 

MOODY’S BOND PRICES DAILY AVERAGES: 

ES Se ee ee Nov. 5 

BE CD doritiesccnenaiwrenseeniresnincecttrieman biting nana aia Nov. 5 

EE Nov. 5 

De ctiitbalistitdietebeonatscne no ggpeecnnnntimananenmnatl Nov. 5 

A werditllipipinnninnitninemalaaial Nov. 5 

Baa - ncntnginineatgmenenintiapeninaniel Nov. 5 

Railroad Group a a ee Nov. 5 

i EEL AT AT EAE ALLRED ET TT ~Nov. 5 

I i he ccertaecdn ones capitan censibanenendnianhcnimapahiaolnil Nov. 5 

MOODY’S BOND YIELD DAILY AVERAGES: 

ee I, Sarria ange a cndnuihihenentn eh enqumaniseantnietnabinera Nov. 5 

IE SI ic ccertidneeninemneenehipnpabanannphenciguuinnoennits — 

eee ee Se Ee Nov. 5 

BE gucdinismatb ane nndwnmnn= actinmntiinninebatnd aids Nov. 5 

BD cactetiiiaditewceasiannwanadon« widbteeneninnanedenatsintenintiaieeday tii Nov. 5 

SN  ceeeneeiee tenet taeheainshapielidan linen engin en castiptnemenseescenini beanie tminscineemneslied Nov. 5 

lanai ich sacal dia dein andibindi ahem inamgiinad Nov. 5 

Pubiie UGiiities  Greup.._................- spipiibuceaeipliidndliota Nov. 5 

EE SE SN a a eee ee: Nov. 5 

MOODT'’S COMMODITY INDEXM.....................-..-- Nov. 5 

NATIONAL PAPERBOARD ASSOCIATION: 

Orders received (tons) iaieeictath Rbiaainidibindicimapineinatnuniasil Oct. 26 

I i see beeduaspabuninl Oct. 26 

I a i i ccd ol Oct. 26 

Unfilled orders (tons) at end of period naw Qt. 26 

OIL, PAINT AND DRUG REPORTER PRICE INDEX— 

1949 AVERAGE =— 100__._._._____ Nov. 1 

BOUND-LOT TRANSACTIONS FOR ACCOUNT OF MEM- 

BERS, EXCEPT ODD-LOT DEALERS AND SPECIALISTS: 

Transactions of specialists in stocks in which registered— 
I a Oct. 12 

i i cs Oct. 12 
ie ENE NER: SERED VESEY eee mare Nee aren Oct. 12 

I I a Oct. 12 

Other transactions initiated on the floor— 

I i weiss Oct. 12 
ES ee SSP ee eee aaidieesaeiehitate Oct. 12 
LS SII AC ee eS Oct. 12 

Ch RE a Pee eee al ae le Oct. 12 

Other transactions initiated off the floor— 
co Re aw oct. 12 

a SP TE NR mm eae 2 Oct. 12 
ne RG NR I IS, Oct. 12 

pc EF eee seigseagiige callin eiiatitiatiaiicattaaaa iia Oct. 12 

Total round-lot transactions for account of members— 

EES SESE ETE OR a TT Oct. 12 
A RIES LTT ee ann ETE Oct. 12 
ER Ee ae EE EIT io Oct. 12 
RE A Ae a NN AE Oct. 12 

STOCK TRANSACTIONS FOR ODD-LOT ACCOUNT OF ODD- 

LOT DEALERS AND SPECIALISTS ON N. Y. STOCK 

EXCHANGE — SECURITIES EXCHANGE COMMISSION: 

Odd-lot sales by dealers (customers’ purchases)—t 
i a cssiape arenes matbllehitsseamteectmenamenas Oct. 12 
| a aS le ee Oct. 12 

Odd-lot purchases by dealers (customers’ sales) — 

Number of orders—Customers’ tota] sales__t_tct.......__ Oct. 12 
Customers’ short sales._....___ ~..Oct. 12 
. , « “Se weegy Oct. 12 

ee tt ELLE LILLE LE LRA LDS Oct. 12 

Round-lot sales by dealers— 

Number of shares—Total sales__ Oct. 12 
SS es Oct. 12 
a eT Oct. 12 

Round-lot purchases by dealers— 

Co ee Oct. 12 

TOTAL ROUND-LOT STOCK SALES ON THE N. Y. STOCK 

EXCHANGE AND ROUND-LOT STOCK TRANSACTIONS 

FOR ACCOUNT OF MEMBERS (SHARES): 

Total round-lot sales— 

RE EERE ee oe Oct. 12 
Oe Ort. 12 

_. 4. >a 5 eae Oct. 12 

WHOLESALE PRICES, NEW SERIES — U. S. DEPT. 

LABOR — (1947-49—100): sertheat ns) tid 

Commodity Group— 

Ee a ee “6 Oct. 29 

LE IS IES LIT EET TENA Oct. 29 

tind Lee 

A A ee Oa ee Oct. 29 

All commodities other than farm and foods____________ Oct. 29 





*Revised figure. 
of Jan. 1, 1957, as a 
Monthly Investmert Plan. 
one-half cent a pound. 


fIncludes 1,012,000 barrels of foreign crude 


runs. 
gainst Jan. 1, 1956 tasis of 128,363,090 tons. 


Latest 
Week 
§738.7 


$2,015,000 


6,765,675 
‘7,649,000 
27,350,000 

2,007,000 
12,126,000 

6,981,000 


179,288,000 
35,486,000 
174,977,000 
59,465,000 


702,688 
592,853 


$370,726,000 
223,819,000 
146,917,000 
124,741,000 
22,176,000 


9,880,000 
430,000 


127 
11,860,000 
250 


5.967¢c 
$66.42 
$34.00 


26.200c 
22.700c 
13.500c 
13.300c 
10.500c 
10.000c 
26.000c 
91.000c 


86.88 
88.61 
94.26 
91.62 
88.81 
81.42 
87.32 
88.67 
90.48 


PO BD oh oP Oo 
COMNWHUD 
MIO ONCU 


ea 
ou 
— 


4.38 
385.5 


243,205 
294,159 


97 
414,615 


109.89 


to 


,210,230 
368,300 
,713,320 
2,081,620 


~ 


485,270 

87,140 
390,910 
478,050 


676,510 
148,240 
655,995 
804,235 


3,372,010 

603,680 
2,760,225 
3,363,905 


1,857,790 
$80,770,972 


1,370,166 
32,680 
1,337,486 
$63,011,222 


972,060 
15,363,520 
36,335,580 
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The following statistical tabulations cover production and other figures for the 
latest week or month available. Dates shown in first column are either for the 
week or month ended on that date, or, in cases of quotations, are as of that date? 


Previous 
Week 


PU 


*2,041,600 


6,746,750 
7,861,000 
27,736,000 
1,794,000 
12,101,900 
7,513,000 


179,263,000 
35,€12,000 
173.785,000 
58,823,000 


726.812 
600,672 


$359,558,000 
213,612,000 
145,946,000 
129,548,000 
16,398,000 


*9. 830,000 
504,000 


“128 
11,787,000 
281 


5.967c 
$66.42 
$35.33 


26.575¢ 
22.175¢ 
13.500c 
13.300c 
10.500c 
10.000c 
26.000c 
91.250c 


86.11 

89.23 
94.41 

91.91 
89.09 
82.03 
67.59 
88.95 
91.05 


3.73 
447 
4.11 
4.28 
4.48 
5.02 
4.9 
4.49 
4.34 


384.0 


254,914 
398,059 

98 
467,232 


109.66 


1,079,850 
250,190 
860,450 

,110,640 


~ 


202,890 

42,400 
202,490 
244,890 


345,490 

59,750 
267,950 
427,700 


1,628,230 

352,340 
1,430,890 
1,783,230 


1,169.208 
$51,582,100 


771,129 
10,159 
760,970 
$34,748,451 


153,070 


8,537,260 


117.7 
91.7 
105.0 
89.8 
125.6 


Month 
Ago 
82.2 


2,105,000 


6,820,800 
7,918,000 
28,428,000 
1,572,000 
12,288,000 
7,929,000 


7 
4 


739,266 
605,969 


$333,2358,000 
148,442,000 
184,916,000 
169,513,000 
15,403,000 


10,255,000 
532,000 


130 
11,564,000 
261 


5.967¢ 
$66.42 
$40.83 


26.525c¢ 
23.975c¢ 
14.000c 
13.800c 
10.500c 
10.000c 
26.000c 
93.375¢c 


86.94 
89.51 
94.26 
92.20 
89.64 
82.65 
87.86 
89.23 
91.48 


3.65 
4.45 
4.12 
4.26 
4.44 
4.97 
4.07 
4.47 
4.31 
394.2 
295,363 
300.659 
99 


444,626 


110.21 


~ 


,239,350 

265,600 
,055,950 
,321,550 


~~ 


230,010 

46,550 
231,420 
277,970 


375,045 

84,020 
391,459 
475,479 


1,844,405 

396,170 
1,678,829 
2,074,999 


1,177,189 
$55,038,913 


852,235 
11,539 
840,696 
$41,053,335 


186,440 


186,440 
531,570 


543,740 
8,948,240 
9,491,980 


117.5 
90.5 
105.2 
91.4 
125.6 


Year 
As° 
100.1 


2,463,000 


6,998,200 
7,670,000 
25,931,000 
2,680,000 
12,389,000 


7,742,000 


171,985,000 
34,518 4 
157,268,0) 


47,493,000 


816,802 
666,234 


$350,139,000 
165,918,000 
184,221,000 
166,045,000 
18,176,000 


10,431,000 
649,000 


128 


11,4 
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35.375¢ 
33.650c 
16.000c 
15.800c 
14.000c 
13.500c 
25.000c 
110.250c 


90.42 
98.25 
101.64 
100.32 
98.25 
93.08 
96.69 
98.41 
99.66 
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240,275 
278,432 

97 
401,797 


109.49 


a 


,043,320 
186,980 
825,600 

,012,580 


~ 


220,420 

15,700 
248,940 
264,640 


364,152 

83,770 
453,442 
537,212 


ry 


,627,892 

286,450 
1,527,982 
1,814,432 


973,024 
$59,589,680 


690,029 
6,038 
683,991 
$34,093,982 


157,590 


479,170 


373,320 
7,453,500 
7,826,820 


114.9 
87.9 
19 «6 
80.5 
123.0 


§Based on new annual capacity of 133,495,150 tons as 
tNumber of orders not reported since introduction of 
tPrime Western Zinc sold on delivered basis at centers where freight from East St. Louis exceeds 


AMERICAN GAS ASSOCIATION—For month of 
August: 

Total gas sales (M therms)_------__-____ 
Natural gas sales (M therms)__----~- 
Manufactured gas sales (M therms)-- 
Mixed gas sales (M therms)__------~~- 


AMERICAN IRON AND STEEL INSTITUTE: 
Steel ingots and stee] for castings produced 
(net tons)—Month of September_____-~- 
Shipments of steel products (net tons)— 

Month of August.__............ 





AMERICAN PETROLEUM INSTITUTE—Month 
} of July: 
| Total domestic production (barrels of 42 gal- 
lons each) . pe” oie eat 
Domestic crude oil output (barrels) __ 
Natural gasoline output (barrels) 
Benzol output (barrels) 
Crude oil imports (barrels) a ‘ 
| Refined product imports (barrels »__ 
Indicated consumption domestic and 
(barrels) 
Increase all stocks (barrels) 


| AMERICAN RAILWAY CAR INSTITUTE— 

| Month of September: 

|; Orders for new freight cars 

New freight cars delivered * 

Eacklog of cars on order and undelivered 
(end of month) “ 


export 


| AMERICAN ZINC INSTITUTE, INC.—Month of 
September: 

Slab zinc smelter output 
2,000 pounds) 

Shipments (tons of 2,000 pounds) 

Stocks at end of period (tons)_. 

Unfilled orders at end of period (tons). 


AMERICAN RAILROADS— 
Month of September: 
| Locomotive units installed in service- 


ell grades (tons of 


New locomotive units on order (end of month) 


| COAL OUTPUT (BUREAU OF MINES)—Month 
of September: 
Zituminous coal and lignite (net tons)- 
Peunsylvania anthracite (net tons). 


| DEPARTMENT STORE SALES—FEDERAL RE- 
| SERVE SYSTEM—1917-19 Average 100— 
} Month of September: 
| Adjusted for seasonal variations 
Withont seasonal adjustment 
EDISON ELECTRIC INSTITUTE— 
Kilowatt-hour sales to ultimate consumers— 
Month of August (000's omitted )- ‘ 
Revenue from ultimate customers—month of 
July ; benaial PIES. j 
Number of ultimate customers at July 31_- 


FABRICATED STRUCTURAL STEEL (AMERI- 
CAN INSTITUTE OF STEEL CONSTRUC- 
TION )—Month of September: 

Contracts closed (tonnage )—estimated 
Shipments (tonnage )—estimated . 

METAL PRICES (E. & M. J. QUOTATIONS )— 

September: 
Copper— 

Domestic refinery (per pound) 
Export refinery (per pound) 
++#London, prompt (per long ton) ‘ 
++Three months, London ‘per long ton) 





Lead— 
Common, New York (per pound)- 
Common, East St. Louis (per pound) 


++Prompt, London (per long ton) 
t?Three months, London (per long ton) 
Zine (per pound )—East St. Louis_- 
§SZine, Prime Western, delivered (per pound) 
**#Zinc, London, prompt ‘per long ton) 
**+Zinc, London, three months (per long ton) 
Silver and Sterling Exchange-— 
Silver, New York (per ounce) 


Silver, London (per ounce) ~— j 
Sterling Exchange (check )_ _ 
Tin, New York Straits 

Gold (per ounce, U. S. price) 


Quicksilver (per flask otf 76 pounds) 


‘Antimony, New York boxed 

Antimony (per pound), bulk Laredo 
Antimony (per pound), boxed Laredo 
Platinum, refined (per ounce) 

*Cadmium, refined (per pound) 

Cadmium per pound) : 

<Cadmium (per pound) 

Cobalt, 97’. grade ; 

Aluminum, 99’. grade ingot weighted aver- 


age (per pound) hod dite 
Aluminum, ©9% grade primary pig-- 
Magnesium ingot (per pound) 
*Nickel ; acta 
Bismuth (per pound )_ PR Tae ee 

MOTOR VEHICLE FACTORY SALES FROM 
PLANTS IN U. 8.—AUTOMOBILE MANU- 
FACTURERS’ ASSN.—Month of September: 

Total number of vehicles__ 


Number of motor trucks___...______~- 
Number of motor coaches_._......_---__- 


RAILROAD EARNINGS CLASS I ROADS (AS- 
SOCIATION OF AMERICAN RRs.)—Month 
of August: 

Total operating revenues__ dgebateael 
Total operating expenses_______... -.-.- 
Operating ratio 
Taxes - ES EPS aT Ee ew ee | 
Net railway operating income before charges 
Net income after charges (estimated)... ~~ 

U. S. GOVT. STATUTORY DEBT LIMITATION 

—as of Sept. 30 (000’s omitted): 
Total face amount that may be outstanding 
at an~. ti 
Outstanding— 
Total grees public Gebt....................--« 
Guaranteed obligations not owned by 
Treasury 


Total gross public debt and guaranteed 
Ge ehtiS cndneicteniehenons 
Deduct—other outstanding public debt obli- 
gations not subject to debt limitation 


Grand total outstanding________ Lin * 
Balance face amount of obligations, issuable 
under above authority 
*Revised figure. 
producers’ and platers’ quotations. 





eo 


+Based on the producers’ quotation. 








Latest Previous Year 
Month Month Ago 
4,935,200 4.868.400 2,678,600 
4,842,700 4,766,900 4,574,400 
9,200 10,300 14,200 
83,300 91,200 90,000 
8,995,000 * 9,233,890 10,422,659 
6,229,853 5,877,133 3,539,915 
235,816,000 236,454,000 242,940,000 
213,052,000 213,202,000 219,805,000" 
22,743,000 23,228,000 23,093,000; 
21.000 24,000 42,004, 
36,585,000 34,416,000 33,593,000 — 
13,040,000 13,764,000 12,025,000 ' 
268,579,000 251.896,000 255,501,000 
16,862,000 32,738,000 3,057,000 
3,257 3,203 3,949 
&,450 8,758 3,444 
71,981 79,258 122,421 
77.455 84,166 90,235 
72,985 $1,049 92,377 
153,766 149,296 102,165 
32,379 30,890 64,450 
99 73 93 
296 320 737 
40.750.000 43,120,000 49,187,000 
2,194,000 2,306,000 2,509,000 
128 *134 129 
130 118 131 
47,975,984 46,349,158 14,585,331 
$796,383,000 $777,509,000 %736,522.000 
54,817,533 54,669,114 53,528,041 
194,228 167,083 245,617 
294,719 333,133 240,858 
26.435¢ 28.098c 39.597¢c 
23.926c 25.694¢ 37.51le 
£192.935 £208.613 Not Avail. 
£197.256 £210.631 Not Avail. 
14.000c 14.000c 16.000c 
13.800c 13.800¢ 15.800c 
£89.836 £91.726 £117.175 
£90.455 £92.012 £115.144 
10.000c 10.000c 13.500c 
10.500c 10.500¢ 14.000c 
£73.086 £73.893 £96.344 
£73.372 £73.688 £94.288 
90.602¢ 90.909c 90.750¢ 
78.720d 78.7504 78.869d 
$2.78274 $2.78274 $2.78304 
93.385¢ 94.218¢ 103.734c 
$35.000 $35.000 $35.000 
$244.750 $251.111 $255.000 
36.590¢ 36.590c 36.470¢ 
33.000c 33.000c 33.000c 
33.500¢ 33.500¢ 33.500c 
$84.000 $84.000 $104.000 
$1.70000 $1.79090 31.70000 
$1.70000 $1.70000 $1.70000 
$1.70000 $1.70000 $1.70000 
$2.06000 $2.00000 $2.60000 
28.100c 28.086¢ 27.100c 
26.000c 25.986¢ 25.000c 
35.250c 35.250¢ (5. 250c 
74.000c 74.000c 64.500c 
$2.25 $2.25 $2.25 
241,407 612,690 275,555 
282,372 525,034 203,888 
58,820 87,392 71,299 
215 264 368 
$929,898,462 $872.658,361 $906,850,468 
701,304,043  695,52.,628 679,224,136 
75.42 79.70 74.90 
$108,701,965 $85,352,939 $102,259,549 
96,438,894 68,486,700 103,758,629 
81,000,000 50,000,000 88,000,000 
$275,000,000 $275,000,000 $278,000,000 
274,411,983 73,845,111 274,260,859 
114,563 108,892 85,023 
$274,526,547 $273,954,003 $274,345,882 
441,812 443,037 459,423 
$274,084,734 $273,510,964 $273,886,452 
915,265 1,489,035 4,113,541 


{Domestic five tons or more but less than carlodad lot boxed. 
from East St. Louis exceeds 0.5c. 
ef daily mean 
Exchange. 


**P.o.b. Fort Colburne, U. S 
and bid and ask quotation at 


tBased on the average of the 
$Average of quotation on special shares te plate: 


§Delivered where freight 


duty included. 
morning session of London 


ttAver- 
Metal 
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Continued from page 37 


Proper Role of Government 
In Fostering Small Business 


income such losses as might be 
realized on an equity investment 
in a small business. Such a change 
in our tax laws would be a power- 
ful factor encouraging individuals 
to invest in small concerns. 

' These four changes in our tax 
laws could be made with a mini- 
mum of loss of revenue, yet they 
would be highly beneficial -to 
many small concerns. The subject 
of tax relief through the amend- 
ment of our tax laws continues 
to receive close study by the Cabi- 
net Committee on Small Business. 
Further proposals that promise to 
strengthen small concerns and to 
improve their.access to capital and 
credit wiil be made as they are 
developed and as their enactment 
is consistent with economic .and 
budgetary conditions. 

Finaneing 

Turning to the second of the 
major areas within which govern- 
ment can assist small concerns, 
namely in its accessibility to capi- 
tal and credit, I think it should be 
clear first, that the major con- 
tribution that government can 
make is by reducing its claim, 
through tax reduction, on the 
earnings of _business and thus 
leaving larger amounts available 
for reinvestment or for distribu- 
tion to the owners. But beyond 
this, government has a _ responsi- 
bility to assist small concerns that, 
for one reason or another, are un- 
able to obtain financing on reason- 
‘able terms, even though they are 
acceptable credit risks. Govern- 
ament does this through the Small 
Business Administration, the first 
Federal agency set up exclusively 
‘to help small concerns solve their 
financing problems. The philos- 
.opny of the Small Business Ad- 
ministration has been to render 
this assistance so far as possible 
with the direct participation of 
private financial agencies. It has 
been remarkably successful in do- 
ing this but has been handicapped 
to a significant degree by the fact 
that its underlying statute did not 
meke it a permanent agency. Last 
year it was proposed tnaat SBA be 
mace a permanent agency, but its 
life was extended by the Congress 
for only one year. This should be 
remedied. 

It was also suggested last year 
that our securities laws be 
amended so that issues of up to 
$500,000 in size might be sold 
under simplified rules of registra- 
tion. This would make it possible 
for small business enterprises to 
seek capital from public investors 
through methods that are simpler, 
and in most cases less expensive, 
than those which the present law 
provides for larger issues. The 
suggestion was made, and the law 
would have been administered, 
had it been passed, with due re- 
gard to the interests of the pro- 
spective buyer of securities, whose 
protection must not be weakened 
in an effort to assist the issuer. 
The proposal remains a merito- 
rious one. Government could 
properly assist small business in 
obtaining access to capital by such 
a measure. 


Government Procurement 

Third, a few comments on gov- 
ernment procurement. In recent 
years, government has become an 
enormously large buyer in all 
kinds of markets. Last year it 
made purchases of goods and serv- 
ices of close to $50 billion. The 
great bulk of the contracts made 
in connection with this buying 
were awarded by the military 
services, close to $20 billion in 
the fiscal year 1957, but civilian 
procurement awards amounted to 
well over $1 billion. Obviously, 
small businesses should have an 
equal oppertunity with large con- 


cerns’ to obtain contract awards 
which it is within their capacity 
to complete: This is not to say 
that ahy class of prospective sup- 
pliers should be given a price 
preference over others. When 
government buys, it spends the 
taxpayers’ money, and its obliga- 
tion to the taxpayer is, and must 
always be, to buy what it needs 
at the best price it can get. But 
government does have an obliga- 
tion to see to it that small busi- 
nesses have an equal opportunity 
with large suppliers to bid for 
available contracts. 

I shall not attempt to outline in 
detail the efforts that have been 
made by goverment to facilitate 
the- participation of small con- 
cerns in procurement. Suffice to 
say that our procurement agencies 
have-several hundred people spe- 
cifically assigned to assisting small 
businesses in these matters. All 
government procurement is 
scanned to determine whether it 
is of a type that might be supplied 
by small concerns. Where this is 
found to be the case, a portion 
of the procurement is set aside for 
exclusive bidding by small con- 
cerns. The award goes to the low- 
bidding small concern so long as 
its bic is no higher than that 
available from the low-bidding 
large coneern. This is the so- 
called “set-aside” program. Under 
this program, procurement awards 
of nearly $400 million were made 
to small business concerns in the 
last fiscal year by the military 
services alone. Small businesses 
received other contracts in direct 
competition with large firms 
amounting to about $4 billion in 
total last year. 

There are, I believe, further 
opportunities to help small con- 
cerns in obtaining procurement 
awards. For example, it would 
appear that the complexity and 
diversity of procurement rules 
often prevents small concerns | 
from doing as much business with | 
the United States Government as! 
would be justified in terms of 
their competitive ability. Large | 
companies, with their extensive | 
legal and administrative resources, 
can somehow manage to thread 
their way through even the most 
complex government regulations. 
Small concerns are often not in a 
position to do so. With such evi- 
dence in mind, a special group 
was established last year to review 
our procurement policies and pro- 
cedures with the object of sim- 
plifying them, of removing in- 
consistencies and inequities, and 
of obtaining ultimately a single 
code of Government procurement 
regulations. Success in this effort 
would be enormously helpful to 
all potential suppliers, and par- 
ticularly to the smaller ones. 


Business Management 

Finally, let me mention briefly 
a recent development that holds 
out much promise for assisting 
small concerns in what is, after 
all, the essential foundation of | 
business success, namely, sound | 
and progressive management. 

One of the recommendations of 
the Cabinet Committee on Small 
Business in its First Progress Re- 
port was that a conference be held 
to explore ways of helping small 
concerns obtain the advantages of 
research relating to new products, 
new processes of production, and 
new methods of distribution that 
large concerns are able to obtain 
through their own resources. Well 
directed research along these lines 
is Obviously a vital element in 
modern business management. 

Such a Conference was held in 
Washington late last month. It 





was attended by over 1,000 pecple. 
Many of them were small busi- 
nessmen. Many were from agen- | 


cies that work with small busi- 
nesses — trade publications, trade 
associations .and. other business 
groups, schools of engineering and 
business, and research firms and 
toundations. The discussions re- 
vealed an intense interest on the 
part of all participants to learn 
more of how even small enter- 
prises can do effective and prac- 
tical research on their own prob- 
léms, and how they can obtain 
access to research materials and 
findings developed by others. The 
interesting point is that there was 
no demand that government should 
do these things for the business- 
man, but that government should 
help the businessman do them for 
himself. 


The Secretary of Commerce and 
the Administrator of the Small 
Business Administration have 
made a number of recommenda- 
tions to the President, based on 
the Conference discussions and 
the proposals made by the Action 
Committee of the Conference. 


Praise Conference’s 
Recommendations 


Among these recommendations 
was one that a Second National 
Conference be held, in 1958, de- 
voted to management problems in 
small business; a second that the 
appropriate Federal agencies, 
through field facilities, should! 
cooperate with local business 
groups and educational institu- 
tions in the organization and con- 
duct of conferences on technical 
and distribution research at the 
regional, State and local levels; and 
a third that the Federal Govern- 
ment should convene a meeting 
of representatives of colleges, 
universities and research bureaus 
to find ways for improving the 
services which educational insti- 
tutions provide for small busi- 
nesses in the fields of technical 
and distribution research and of 
business management generally. 
Steps will be taken to carry out 
these recommendations. There is 
ground for believing that this ef- 
fort marks the beginning of a 
movement that will make con- 
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structive and lasting contribu- 
tions to the economic position of 
small business. 

This paper is I fear, already 
overly long. Although there are 
other lines along which govern- 
ment policy may properly be di- 
rected to assist small businesses, 
those I have mentioned are per- 
haps the most important. And it is 
appropriate that I should conclude 
with these remarks on sound and 
progressive management. Those 
in the commercial financing in- 
dustry know very well that good 
management is the sine qua non 
of business success, and indeed of 
business survival. They know that 
no amount of financial or other 
assistance can be usefully em- 
ployed where good manage- 
ment is lacking. They know 
very well that the successful 
commercial financing agency is 
as much a management consul- 
tant as it is a lender. There is an 
important lesson in this for gov- 
ernment, namely, that its efforts 
to assist small business can be 
successful in the degree that they 
build on the strength of good 
management, operating within a 
competitive and prosperous econ- 
omy. The major drive of govern- 
ment policy should be directed 
toward the achievement of these 
conditions. 





DIVIDEND NOTICES 





. 
COMPANY 


BERLIN, N. H. 
DIVERSIFIED FOREST PRODUCTS. 
Nibroc Towels, Bermico Pipe 
Engineered Pulps and Papers 
Veneer, Plywood, Lumher 
Onco Innersoles for Shoes 
Chemicals 


A regular quarterly dividend of 25¢ 
per share on the Common Stock of 
this Company has been declared 
payable December |, 1957, to stock- 
holders of record at the close of 
business November 8, 1957. 
S. W. SKOWBO 
Senior Vice President 
and Treasurer 











Board of Directors has declared for 
quarter ending December 31, 1957 
DIVIDEND of ONE and ONE-HALF 
(1%2%) PER CENT or $1.50 per share 





holders of record December 16, 
1957. 44. B. LOEB, President 
@rnokivn, N. . 


_ = 
PROTECTION 


THE FLINTKOTE COMPANY 


New York 20, N. Y. 


A quarterly dividend of $1.00 per 
share has been declared on the 
$4 Cumulative Preferred 
Stock payable December 15, 1957, 
to stockholders of record at the 
close of business November 20, 1957. 

A quarterly dividend of $.60 per 
share has been declared on the 
Common Stock* payable De- 
cember 16, 1957, to stockholders 
of record at the close of business 
November 20, 1957. 

A special stock dividend, has been 
declared, payable in Common 
Stock of the Company at the rate 
of 1 share of Common Stock 
for each 20 shares outstanding, pay- 
able December 16, 1957, to com- 
mon stockholders of record at the 
close of business November 20, 
1957. No cash dividend will be 
paid at this time on the 5% Com- 
mon Stock dividend here announced. 
WILLIAM FEICK, Jr., Treasurer 


November 6, 1957. 
*11 7th 


consecutive 
dividend 
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on PREFERRED STOCK, payable Jan- 
vary 20, 1958 to shareholders of record 
January 6, 1958. 


Also declared a DIVIDEND of $.45 per 
share on COMMON STOCK, payable 
December 2, 1957 to shareholders of 
record November 12, 1957. 
G. F. Cronmiller, Jr. 
Vice President and Secretary 


Pittsburgh, October 31, 1957 


DIVIDEND NOTICE 


The Board of Directors to- 
day declared the following 
dividends: 


a 2 per cent common stock 
dividend, payable in com- 
mon stock December 20, 
1957 to stockholders of 
record at the close of busi- 
ness November 15, 1957 
60 cents per share on the 
Common Stock, payable 
December 16, 1957 to 
stockholders of record at 
the close of business No- 
vember 15, 1957. 

The Geodyear Tire & Rubber Ce. 

By Arden E. Firestone, 
Secretary 


November 4, 1957 
THE GREATEST NAME IN RUBBER 
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Wm. Rothbart With 
Rodman & Renshaw 


(Specia} to Tae FrnanctaL CHRonIc.e) 

~ CHICAGO, Ill.—wWilliam Roth- 
bart has become associated with 
Rodman & Renshaw, 209 South 
La Salle Street, members of the 
New York and Midwest Stock 
Exchanges. Mr. Rothbart who has 
recently been with Reynolds & 
Co. was in the past a partner in 
Clarence G. Troup & Co. 


With D. D. Weston Co. 


(Special to Tue Financtat Crronicie) 
BEVERLY HILLS, Calif.—Cecil 
J. Downs has become associated 
with Daniel D. Weston & Co., Inc., 
9235 Wilshire Boulevard. He has 
recently been with Walston & 





DIVIDEND NOTICES 





and Trust Company 
DIVIDEND NoricE 


Trustees of Title Guarantee 
and Trust Company have de- 
oot dividend 


an 
of 31% cents per share designated os the 
fourth regular quarter-annual dividend 
for 1957, pay: November 22, 1957 
H to stockholders of record om November 
| WILLIAM H.DEATLY « 





STANDARD OIL COMPANY 


(INCORPORATED IN NEW JERSEY) 


The Board of Directors 
has declared a 


Cash Dividend on the capita! stock of 
60 cents per share on October 
31, 1957. This dividend is 
payable on December 10, 
1957, to stockholders of 
record at the close of busi- 
ness on November 8, 1957. 
30 Rockefeller Plaza, New York 20, N.Y. 





PACIFIC 
FINANCE CORPORATION 


DIVIDEND NOTICE 


A regular quarterly divi- 
dend of 60 cents per share 
on the common stock ($10 
par value), payable Dec. 2. 
1957, to stockholders of record 
Nov. 15, 1957, was declared 
by the Board of Directors on 
Oct. 30, 1957. 


Bt, ch 


B. C. REYNOLDS, Secretary 





NATIONAL UNION 
FIRE INSURANCE 


COMPANY 
OF PITTSBURGH, PA. 


144" DIVIDEND DECLARATION 


The Board of Directors of this com- 
pany today declared a cash divi- 
dend of Fifty Cents (50¢) a share 
on the capital stock. This cash divi- 
dend will be paid December 23, 
1957 to stockholders of record 
at the close of business December 


2, 1957. AK Ratifisld/ 


Treasurer 
November 5, 1957 
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Washington... 


Behind -the-Scene Interpretations 
from the Nation’s Capital 


WASHINGTON, D. C. — Ap- 
proximately 18,500,000 men and 
women today belong to United 
States trade unions and the 
number is growing. Of the total, 
nearly 1,000,000, mostly Cana- 
dians, live outside this country. 

Thus it is obvious why the 
unions have been’ wielding 
tremendous influence over the 
political affairs of the nation 
with both votes and big sums 
of money. Nevertheless, it is 
because of the power and cor- 
rupt union leaders that the 
people of this nation are de- 
manding some changes. 


The chances are etrong at this 
time that Congress will vote 
some changes to put some curbs 
on union activities without re- 
stricting their bargaining rights. 
Labor is apprehensive that Con- 
gress might go far afield at the 
coming session, but there is 
little likelihood of that. 


Mitchell Fearful 

Meantime labor chieftains are 
working feverishly and have 
their press agents grinding out 
releases proclaiming to one and 
all that a cleanup campaign is 
underway. The Unions them- 
selves are expected to make 
some headlines next month at 
Atlantic City when they go all- 
out against racketeering and 
misuses of union funds. AFL- 
CIO President George Meany is 
demanding in a series of pre- 
convention talks that the guilty 
Unions have got to either clean 
up or get out of the merged 
organization. 


Secretary of Labor James P. 
Mitchell, with the tide of public 
sentiment turning against labor 
because of the misdeeds of some 
Union officials, is apprehensive 
that Congress might enact some 
stringent anti-labor laws. He 
maintains that the respected 
men of organized labor are 
making a concerted’ effort 
everywhere to find their own 
cures. They should be given 
support, he says. At the same 
time the Cabinet officer said 
that legislation that is proposed 
should be carefully developed 
so it does not constitute a 
danger to the destiny of the 
entire labor movement. 


Right-to-Work Laws 


There are now 18 states, most 
of them in the so-called Con- 
servative South, with right-to- 
work laws. Indiana last year 
became the last state to adopt a 
right-to-work law. Louisiana, 
under the leadership of Gov- 
ernor Earl K. Long, has been 
the only Southern state to re- 
peal such a law, but pressure 
is building up to reenact such a 
statute when the fiery gov- 
ernor’s term ends and a new 
chief executive is elected. Tne 
Unions maintain the right-to- 
work law is a_ union-busting 
law. Kansas will vote on the 
controversial law next year. 


A right-to-work without be- 
longing to a union is supposed 
to be a basic freedom under the 
Constitution. The question 
threatens to be a major issue 
in next year’s California guber- 
natorial election. The Repub- 
lican leader of the Senate. 
Senator William F. Knowland. 
a candidate for the California 
Governorship, is deliberately, 
risking labor opposition. He says 
he would sign such a measure 
if it were fair and equitable. 
Top prospective Democratic 
Governorship candidates, 
viously seeking the labo: 
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say they would not sign such a 
law. 

Under the leadership of the 
late Senator Robert A. Taft of 
Ohio, who was “Mr. Repub- 
lican” in Congress, the law- 
makers in 1947 outlawed the 
closed shop, which provides that 
only union members might be 
hired. Since that time _ the 
unions have relied on the union 
shop for building up its power 
and strength. 


Administration’s Labor Program 

The Eisenhower Administra- 
tion plans to submit to Congress 
a series of specific remedial 
measures which Secretary 
Mitchell says will help clean 
up the trade unions. Two pieces 
of legislation are now pending. 
One would require the registra- 
tion, detailed reporting and 
public disclosure of the finan- 
cial operation of employee pen- 
sion and welfare funds. This is 
important, because the workers 
of America have more than $30 
billion in equity in these funds. 

The other pending proposal is 
a Senate-passed joint resolution 
which would permit the Secre- 
tary of Labor to make public 
the union financial reports now 
made to the Labor Department 
under provisions of the Taft- 
Hartley Act. 

The Eisenhower Administra- 
tion is also advocating legisla- 
tion that would guarantee a free, 
secret election of Union offi- 
cers no less than once every 
four years. The theory is that 
a secret ballot is the strongest 
weapon against the tyranny of 
corrupt Union officials. The Ad- 
ministration also is advocating 
legislative restrictions on 
“blackmail picketing,’ without 
curbing legitimate picketing. 
One of the things that has hurt 
the labor movement has been the 
use of the picket line to force 
an employer and his employees 
to join a Union when in reality 
they have voted against such a 
Union. 

McClellan’s Views 

Senator John L. McClellan, 
Democrat of Arkansas, Chair- 
man of the Senate Select Com- 
mittee on Labor and Manage- 
ment misdeeds, is confident that 
Congress will consider both a 
right-to-work bill, and another 
that would subject unions, like 
management, to the Sherman 
anti-monopoly laws. Both pro- 
posals are bound to kick up a 
storm of opposition. 

Congress passed the Taft- 
Hartley law after several serious 
strikes following World War II. 
As a result of the troubles that 
have been piling up for the 
Union, AFL-CIO President 
Meany admits that the corrup- 
tion might encourage Congress 
to crack down. 

“We have not many friends 
on Capitol Hill,” he said, “and 
very few friends on the Mc- 
Clellan Committee. ... If Con- 
gress can come up with some 
better laws against larceny, the 
thievery and embezzlement, 
well and good, but if they come 
up with new right-to-work 
laws, the union-busting laws, 
then the trade union movement 
is going to rally as one man to 
fight that sort of thing.” 


Trucks and Railroads 

The first trucking industry 
application for a rate increase to 
match the railway freight in- 
c.ease is pending before the 
Interstate Commerce Commis- 
sion. 7 trucking company’s 
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“‘Just when my future looked so bright around here 
they go and make me a Vice-President!”’ 


application seeks a 7% increase 
on shipments between the Mid- 
West and the Pacific Coast. 
Should the application be 
granted it could be the opening 
wedge for a general increase for 
the whole trucking industry. 
Meantime, Eastern railroads, 
in a move that may become 
widespread, are seeking permis- 
sion to increase rates on ship- 
ments of less than a full carload 
from 14 to 29 cents for each 100 
pounds. The Railway Express 
Agency is also seeking an ad- 
ditional increase of 15%. 


Officials of Eastern and West- 
ern railroads, after receiving 
ICC approval in the summer to 
raise freight rates, are again 
considering raising rates by 3% 
on some commodities. Late last 
year the railroads received rate 
increases of 5% in the West and 
7% in the East, and in July 
received an additional 7%. 

An ICC examiner has recom- 
mended to the full Commission 
against a railroad and truck ap- 
plication to increase rates by 
limiting their liabilities to $3 
per pound, with an extra charge 
of 10 cents for each 100 in 
additional declared values. 


Would Extend 
Wage Law 
A House Labor Subcommittee, 

headed by Representative James 

Roosevelt, Democrat of Cali- 

fornia, is conducting hearings in 

several Western cities. The Sub- 
committee is expected to make 
additional recommendations to 
extend the minimum wage to 
some retailers. Most retailers al- 
ready pay the $1 an hour 


Minimum 


minimum or over. Opponents 
say, however, that if Congress 
should pass such a law it would 
be a further encroachment of 
the powerful Central Govern- 
ment in Washington over local 
affairs. 


Current Farm News 

Farm income is up. The De- 
partment of Agriculture reports 
that net income is running 
about 3% greater than the cor- 
responding period of 1956. Pay- 
ments under the Soil Bank 
program are also running 
higher. 

The Department has issued 
its important reviews on the 
National and World food situa- 
tion. United States food sup- 
plies in the next several months 
are expected to remain ade- 
quate to maintain consumption 
at about the level of late 1956 
and early 1957. Supplies of meat 
and eggs through next Spring 
will be down from aée year 
earlier, but there will be about 
as much turkey meat and lard, 
and more dairy products and 
chicken. 

Large stocks of food and feed 
will be carried over in 1958. 
Livestock production will be 
maintained at a high rate by 
the large number of livestock on 
the farms and ranches. No im- 
portant shifts from the 1957 
level or pattern of food con- 


sumption are anticipated in 1958. 


[This column is intended to re- 
flect the “behind the scene” inter- 
pretation from the nation’s Capital 
and may or may not coincide with 


the “Chronicle’s” own views. | 
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Accounting Trends and Tech- 


niques — American Institute of 
Certified Public Accountants, 
270 Madison Avenue, New York 
16, N. Y.—$15. 


Administrative State, The — Fritz 


Morstein Marx — University of 
Chicago Press, 5750 Ellis Ave- 
nue, Chicago 37, Ill.—Cloth, $4, 


genda for Action Toward Peace 
Through Disengagement—James 
P. Warburg — Academy Books, | 
11 West 42nd Street, New York | 
36, N. Y., regular edition, $4.00; | 
paper back edition, $1.25. | 


Economic Backwardness and Eco- 


nomic Growth—Harvey Lieben- 
stein—John Wiley & Sons, Inc., 
440 Fourth Avenue, New York 
16, N. Y., $6.75. 


Economics of American Industry 


—Third Edition—Evan B. Ale 
derfer and H. E. Hichl — Mce 
Graw-Hill Book Company, Inc., 
330 West 42nd Street, New York 
36, N. Y. 


Governments in the United States 


(1957 Census of Governments, 
Vol. 1, No. 1)—Superintendent 
of Documents, U. S. Governe 
ment Printing Office, Washing- 
ton 25, D. C., 40c. 


Increasing the Wealth of Nations: 


The Quest for Economic Devel« 
opment — Albert Lauterbach ~ 
Public Affairs Press, 419 New 
Jersey Avenue, S. E., Washing- 
ton 3, D. C.—Paper—$1. 


Mechanics of Inflation: An Analy- 


sis of Cost and Demand Pres-' 
sures on the Price Level — 
Chamber of Commerce of the! 
United States, Washington 6, 
D. C.—Paper—$1 (quantity dis- 
count). 

York State Business Fact 
Book — 1957 — Compilation of 
business and economic data— 
New York State Department of 
Commerce, 112 State Street, 
Albany 7, N. Y. and 342 Madi- 
son Avenue, New York, N. Y, 


Promoting United States Private 


Investment Abroad — Raymond 
F. Mikesell — National Planning 
Association, 1606 New Hamp- 
shire Avenue, N. W., Washing- 
ton 9, D. C.—$1.75. 


Secular Outlook: Wages and Prices 


—John T. Dunlop—Institute of 
Industrial Relations, California 
Hall, University of California, 
Berkeley 4, Calif.—$1. 


Summary of National Housing Act 


and Servicemen’s Readjustment 
Act — American Bankers Asso~ 
ciation, 12 East 36th Street. New 
York 16, N. Y.—Paper—50c. 


This Is Japan 1958—Lavishly il-) 


lustrated (color and black and] 
white) year-book covering Jap-' 
anese arts and industries—Asahi 
Shumbun, Yurakucho, Toyko, 
Japan—$6.50 ($7.25 with cedar 
wood container). 
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